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1938 Edition 


CREDIT MANUAL 





Commercial Laws 


FEDERAL LAWS 


e Tydings-Miller Act on price maintenance. 


e Wagner Labor Relations Act. A terse digest 
of what the Government requires. 


e Walsh-Healey Act. Newest regulations gov- 
erning wages and hours on government contracts. 
e Robinson-Patman Act. A terse digest of 
cases heard to date by Federal Trade Commission. 


e Miller Act. Governing Government improve- 
ment projects. 


e Bankruptcy Act Amendments. 


e How to handle Government Sales. A com- 
plete check list of every step necessary to collect 
your money when you sell to the Federal Govern- 
ment. 









Send for Your Copy Today 


Publications Depertn.ent. 


ATIONAL ASSOCIATION OF CREDIT MEN 


One Park Ave., New York City 


Send me by first mail, prepaid postage, a copy of the Enlarged 
1938 Edition of CREDIT MANUAL OF COMMERCIAL LAWS 

together with your invoice for the special price of $4.85 to N.A.C.M. | 
Members (Regular Price $6.50). l 


ee 


(30th Annual Edition, Issued November 10th) 


=is praised by business executives as the most practical 
ready-reference book of the Year 


Here Are Some of the Main Subjects Covered: 


ee ee 


ee ee ee | 
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e 37 States Passed New Laws, which are just 
now becoming effective. Here you will find a 
digest of such laws as Bulk Sales, Chattel Mort- 
gages, Conditional Sales, Mechanics liens, Uni- 
form Sales Act, Sales and Occupation Taxes and 
Unemployment Compensation Taxes. 


e How To Analyze Financial Statements of 
Retailers. Especially prepared for the 1938 
Credit Manual by a leading authority on 
accountancy. 


e Directory of Bankruptcy Referees. Gives 
full information as to where to file your claim 
when a customer becomes a bankrupt. Com- 
plete text of bankruptcy law revised to date and 
full instructions on every step in a bankruptcy 
case. 





| 140 MORE PAGES 
| LARGER SIZE 


| you time and money so.often you will wonder 


seer 


how you could do without this book. 








The 1938 Credit Manual contains 720 pages 
filled with concise, simple explanation of your 


rights on any one of these points. It will save 


lait rroughs 
DESK BOOKKEEPING MACHINE 


> 
* - 200. 
2.00. 3 


Ay NAT 
SOCIAL SECURITY RECORDS 


At one writing, this new low-priced Burroughs jobs in different departments can now be 


Large concerns find that certain accounting 


Desk Bookkeeping Machine produces pay mechanized at extremely low cost with this 
check (or pay envelope), employee’s statement 


and a record of the employee’s earnings and new Burroughs. 
deductions. 


Small concerns find that it gives them the ad- 
vantages of complete machine record-keeping 


ats BOOKKEEPING with a minimum investment. 


PE AR he TO Let the Burroughs representative show you, in 
credits and extends the new balance, this your own office and on your own work, what 


modern Burroughs posts any ledgers, writes these savings can actually mean to you. Tele- 
monthly statements, and handles all miscel- 


Laneienn Memaneadiieinaiamediiniiie, phone the local Burroughs office, or mail the 
coupon for free, descriptive folder. 


TNR 
OTT ____MAIL THIS CoUPON! | 


Burroughs Adding Machine Company 
6052 Second Blvd., Detroit, Mich. 


The famous Burroughs Short-Cut Keyboard Send me your folder describing the new Burroughs Desk Bookkeeping 
Machine. 

provides the fastest method for listing, add- eas 

ing and subtracting amounts. Subtraction 

is as fast and easy as addition. 
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Credit 


Training 
by the 


Home Study 
method 


The next few years will see a whole 
new group of executives controlling 
business. Your chance to be one of 
them was never better—the require- 
ments were never more clearly outlined. 


Yesterday's viewpoint means obliv- 
ion for thousands of executives— 
today you must have an up-to-the- 
minute mastery of certain underlying 
credit and business principles, and you 
must know how to apply them to the 
problems of tomorrow. 


To help business men meet today’s 
ever-increasing demands for a broader 
grasp of basic credit and business 
undamentals, the National Institute of 
Credit has prepared a home-study 
training course covering Credits and 
Collections. 


This course, designed to give you the 
greatest amount of credit training in the 
shortest possible time, is ideally suited 
to the limited spare hours of the busy 
business man. Consisting of lesson 
leaflets based on a recognized authori- 
tative text, printed lectures by credit 
authorities, and typical credit problems 
selected from actual situations—the 
course assignments can be scheduled 
to suit your own convenience. 


If you are engaged or interested in 
credit work, you do not need to be 
reminded of the significant part it plays 
in the commercial and business struc- 
ture. Now is the time to use this prac- 
tical means to prepare shalt doe 
greater responsibilities just ahead. 








THE NATIONAL INSTITUTE OF CREDIT 
One Park Avenue, New York B84 


Please send me full information about 
your course in Credits and Collections. 
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I, Personal Assets 
Dwelling 


Personal Effects 


yee 









NAWPYWNE 


Whatever it is 


On these Chief 
Subjects of Insurance 


PERSONAL 


Automobiles and Boats 
Household Furnishings 


Other Financial Resources 


II. Expectation of Personal Earnings 


BUSINESS, 
I. Business Assets— Fixed 
1. Business Buildings 
2. Glass of All’ Kinds 
3. Machinery and Equipment 
4. Furniture and Fixtures 
5. Vehicles of Transportation 


II, Business Assets— Working 

Natural Products in Development 
Manufactured Goods in Proc -.s 

. Finished Goods in Stock 

Goods in Storage 

Goods in Transit 

. Interest in Goods Sold 

. Other Financial Resources 


III. Expectation of Business Income and Profits 
1. Income from Use and Occupancy 


Start with this chart of Insurance needs 


MODERN INSURANCE OFFERS 
PROTECTION TO MODERN SOCIETY Personal 
AGAINST THESE CHIEF HAZARDS 





Accident 


. . . Wherever it is... 


Natural Calamities 









Perils and 
Accidents 

of Trans- Acts of Others in Violation of Law 
or in Breach of Contract 









Operating or Mechanical Accidents 









| | 
a : 


Ye insurance program—for your business as well 
as your personal needs — differs greatly from the 
next man’s. Let the Hartford agent advise you ex- 
actly what coverages you should obtain. 


The chart reproduced here gives some idea of the 
breadth of Hartford service. It may help you to check 


the obvious hazards to which your business is exposed. 


Then ask a Hartford agent to re-check, making 
a careful analysis of the hazards and offering a plan 
for your protection. 


*HARTFORD FIRE INSURANCE COMPANY 
*HARTFORD ACCIDENT AND INDEMNITY CO. 
HARTFORD. CONN. 


insure it in the Hartford. For nearest agent’s name phone Western Union. 
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A triendless tax 


If ever there was a tax without friends, it is the undistributed 
profits tax. Economically unsound, contrary to all principles of 

\y business thrift, this law which forces the distribution of corporate 
funds that should be saved and invested is directly contrary to 

the desire and necessity of saving for a rainy day. And that idea is 
even more time-honored than the famous example of Noah and his Ark. 


Self-preservation is the first law of human nature and, we may as 
well add, of business. And self-preservation of business is the best 
insurance for consistent employment. Bankrupt concerns meet no 
payrolls, employ no people. 

Admitting that a large number of small businesses may be pre- 
ferable to a few large institutions, let us nevertheless be impartial in 
our tax justice. Though it is the general agreement that the undis- 
tributed profits tax should be repealed in its entirety, it seems probable 
that complete repeal will not be realized. And so, if action is to be 
limited to amendments, let us have fair amendments. 


It is fair to exempt small corporations from the detail and burden 
of this tax. It is unfair, however, to tax large institutions, merely 
because of their size. If large institutions are to be taxed merely 
upon their capitalization, irrespective of their profit ratio to that 
capitalization, it follows that the effort will be as bad as none with 
respect to reemployment. 


We must take conditions as they are, not as we would like them 
to be. A just amendment for large as well as small organizations 
will insure reasonably good business to both types. 


Executive Manager, N.A.C.M. 


CREDIT and FINANCIAL MANAGEMENT . . DECEMBER, 1937 





is just JIM JONES 


by Long Distance 


Back of every business, big or little, is a man. It pays to remember him. 


Especially in credit and collection work. 

If you send a formal request-to-remit to the Jones Manufacturing Com- 
pany, Incorporated, it may or may not bring back a check. 

But if you telephone James J. Jones and say, “Jim, I’m calling about 
your account,” your chances of a settlement are greatly helped. 

Credit men everywhere are using Long Distance more and more... 
because it reaches the right person promptly . . . because it permits a per- 
sonal discussion which discloses the true situation . . . because it usually 


brings a decision . . . above all, because it gets results—inexpensively. 
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Installment credits: 


-—e 4 2S 


by WILFORD L. WHITE, Chief, Marketing Research Division, U.S. Department of Commerce 


Installment credit, as a selling de- 
vice, has been used in the indus- 
M trial marketing field for years. It 

met a need in buying residences 
and the larger and more durable con- 
sumers’ goods such as pianos and furn- 
iture many years ago. Not until auto- 
mobile ownership began to be generally 
diffused, however, did the subject ap- 
pear upon the economic horizon as 
something to be carefully watched. To- 
day, it is one of the leading topics for 

conversation among bankers, industrial- 
' ists, and distributors alike. 

Some of the discussion is based upon 
fear, which, in turn is based upon too 
little knowledge of the facts. For this 
tool of buying and selling, there is sur- 
prisingly little accurate factual infor- 
mation available to any one. Much 
confusion has resulted. Definitions 
have been ignored. Guesses have been 
given authority. Conferences have 
been held. 

The terms “consumer credit” and 
“installment credit” are being used in- 
terchangeably. Those using the first 
term in the strict sense, however, are 
thinking of the credit extended to con- 
sumers, irrespective of terms and use. 
Often they do not distinguish between 
open credit and installment credit. Cer- 
tainly, they seldom separate credit se- 
cured for the purchase of goods and 
services from that obtained to wipe out 
some other form of existing credit— 
the type often granted by small loan 
companies, industrial banks, and so on. 

Those who talk about installment 
credit may include that granted to re- 
tailers, wholesalers, and manufacturers, 
as well as to the ultimate consumer. 
They are aware of the vast amount of 
credit extended for the purchase of in- 
dustrial machinery and equipment, as 
well as for goods and services. We 
must, therefore, be cautious in accept- 
ing what we read or hear on this sub- 
ject, until we know what limitations 
have been placed upon the data pre- 
sented. 








The figures quoted in this article are 
based upon installment credit extended 
by retailers of goods and services. They 
represent the value of the goods sold 
on this basis and not the net amount 
of outstandings, either for the entire 
year or for any one period. Only lim- 
ited figures are available from public 
sources. For 1929, the Bureau of the 
Census estimated that the total volume 
of installment credit extended by re- 


porting retailers was 6.5 billions of 
dollars}. 


Note that this figure was an esti- 
mate. The same Bureau of 1935 found 
that the total had fallen to 3.6 billions 
of dollars, as reported by the retailers 
themselves?. The Bureau of Foreign 
and Domestic Commerce again esti- 
mated that installment credit sales of 
retailers in 1936 rose to 4.5 billions. 
This last estimate was based upon the 
1935 Census figure and reports from 
approximately 2,000 credit granting re- 
tailers, recently released as the “Retail 
Credit Survey: 1936’.3 


Considering the definition and other 
limitations, this figure is neither high 
nor alarming. While other agencies 
grant an unknown amount of credit 
for the cash purchase of commodities 
and services from retailers, the amount 
probably is not large, comparatively 
speaking. The question is not one of 
absolute amounts, however, but one 
of relative sums. Retail sales were 
lower in 1936 than in 1929. Possibly 
even more important, national income 
was also smaller in 1936 than in the 
last year before the depression. 


Retail sales of 49 billions in 1929, 
amounted to 33 billions in 1935, and 
increased to 38 billions in 1936. In- 
stallment credit sales for these same 
years equalled the following propor- 


1 Bureau of the Census: Census of Distribu- 
tion, 1929. 

2 Bureau of the Census: Census of Business, 
1935. 

3 Bureau of Foreign and Domestic Commerce: 
Retail Credit Survey: 1936, available from the 
Government Printing Office, Washington, D. C., 
at 10 cents a copy. 





tions of total retail sales: 13, 11, and 
12 per cent respectively. In other 
words, installment sales declined more 
proportionately from 1929 to 1935 than 
did total retail sales, increased more 
rapidly from 1935 to 1936, but in 1936, 
still were lower proportionately than 
they were in 1929, although only by 
1 point per cent. 

During these same years, national 
income, as estimated annually by the 
Bureau of Foreign and Domestic Com- 
merce declined from 81 billions in 
1929 to 55 billions in 1935 and rose 
to 64 billions in 19364. The propor- 
tions of installment sales at retail to 
national income for these same three: 
years are as follows: 8.0, 6.5, and 7.0 
per cent, respectively. 

Another check upon this method of 
selling is to determine the rate of in- 
crease of installment sales as compared 
with open credit and cash sales. If 
the proportion of installment credit is 
not rising faster than retail sales, there 
should not be much reason for alarm 
on this one point. For a small sampie 
of credit granting stores, 1935 dollar 
sales increased 8 percent over the 1934 
figure. Cash sales, however, increased 
3 percent, open credit sales, 9, while 
installment sales increased 19 percent 
over the same period®. 


For a slightly larger group of similar’ 


retail stores, dollar sales increased 15 
percent from 1935 to 1936. During this 
period cash sales increased 11 percent, 
open credit sales increased 15 percent, 
but installment sales moved up 25 per- 
cent. In these figures we find the first 
evidence that this type of retail busi- 
ness is increasing faster than either of 
the other two and increased at a faster 
tempo during 1936 than during 19358. 

All of the above facts concern con- 
ditions prior to January, 1937. What 
has been going on since that time? No 


‘Bureau of Foreign and Domestic Commerce: 
Survey of Current Business, June, 1937 

5 Bureau of Foreign and Domestic Commerce: 
Retail Credit Survey: 1935, p. 1, Retail Credit 
Survey: 1936, p. 6 
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what are the facts? 


one knows with any degree of certainty 
but there are several factors which 
many are watching very closely. The 
more important ones are: (1) charac- 
ter of merchandise sold on the install- 
ment plan. (2) amount of the down 
payment, (3) carrying charges, (4) 
length of contract, and (5) losses from 
bad debts. 

Much concern is being expressed to- 
day over the character of the merchan- 
dise being sold on an installment basis. 
Many are talking about what will hap- 
pen as the result of selling “soft” goods 
on the deferred payment plan. As a 
matter of fact, however, merchandise 
which cannot be easily repossessed has 
been sold on the deferred payment plan, 
10-payment plan, budget plan, and un- 
der other intriguing titles for some 
time. Current concern has probably 
been brought about by the sudden real- 
ization of the real character of these 
plans, and the volume of business they 
presumably can produce. This concern 
has evidently been heightened by the 
tendency of department stores and mail 
order houses to extend this method of 
payment to everything in the store or 
catalog. 

During rising prices and rising in- 
comes, repossessions are never an im- 
portant problem. When they flatten 
out or decline or when the adjustment 
between the two changes unfavorably 
for income, existing obligations, and 
continued selling of soft merchandise 
on installments will be of immediate 
concern. Little is known either about 
the extent of installment sales on non- 
durable goods or the volume of this type 
of business. Sample data for the 
United States should be collected. 

Another question for growing con- 
cern is the down payment. When in- 
stallment selling was first introduced, 
the practice of retailers was to let 
down payment equal the cost of the 
merchandise sold. This was later 
changed to require only a proportion 
- sufficient to induce the purchaser to 
continue payments to avoid loss of the 
equity obtained in the merchandise by 
the down payment. The amount in 


* Bureau of Foreign and Domestic Commerce: 
Retail Credit Survey: 1936, p. 1. 
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many instances now has dwindled to 
the vanishing point. Too many adver- 
tisements repeat “1 cent a day” or “No 
down payment,” even where there is 
nothing to turn in. With rising values, 
this problem is of no grave concern. 
At the time prices turn down once 
again, the lack of an adequate down 
payment will be cause for concern. The 
time to anticipate this situation is now. 


Installments 
to be analyzed 


An Installment Credit Unit, with 
Malcolm L. Merriam, formerly of The 
Brookings Institution, as Chief, has 
recently been established in the De- 
partment of Commerce. 

To meet the growing demands on 
the part of business for information on 
installment credit, an investigation is 
being made to determine both the 
total amount of transactions on this 
basis and the amount by industries. 

This investigation will also cover the 
type of goods sold on this basis, terms 
of sale, prevailing rates, geographical 
differences in the use of installment 
credit, and the agencies or institutions 
involved in the extension and collec- 
tion of installment accounts. 

This Unit is equipped to collect, 
compile, and analyze original data as 
well as to collect information now 
available from governmental and non- 
governmental sources. Representatives 
of this Unit will be in constant contact 
with business men and others familiar 
with the problems involved in the 
administration and economic and social 
Seana of installment credit 
sales. 


Another question of rising impor- 
tance is carrying charges, the amount 
and the method of quoting them to the 
consumers. ‘The consumer is neither a 
mathematician nor a student of com- 
mercial discounts. Since little effort 
has ever been made to explain what 
the rate of installment charge includes 
beyond interest, and that the rate of 
interest quoted is not the true rate, the 
consumer has come to feel that the real 
rates paid, especially on small pur- 


cian 


chases, are exorbitant and unreasonable. 
As a substitute for an educational cam- 
paign, some industries have attempted 
to give the consumer a simplified ex- 
planation with the result that some feel 
that these statements may lead to erro- 
neous conclusions. 

Apparently this idea is held by the 
Federal ‘Trade Commission, which se- 
cured stipulations from all but two im- 
portant automobile manufacturers, in 
which they agreed to stop certain ad- 
vertising involving the now well-known 
so-called 6 percent financing advertis- 
ing. 

On the other hand, the Electric 
Home and Farm Authority has recent- 
ly issued an educational booklet called 
the “Electric Home and Farm Author- 
ity Purchase Plan and Monthly Pay- 
ment Chart.” Although it may be true 
that not many farmers will study the 
booklet or understand all of the figures 
it contains, nevertheless the data are 
there for those who desire them. 

One factor which has concerned 
many interested in this subject has been 
the lengthening terms granted consum- 
ers. It has been realized that terms 
have been extended from 12 to 18 
months, then 24 and 36, with some 
agencies granting installment credit for 
as much as 60 months. It has been 
claimed by some that the lead was taken 
by certain governmental agencies who 
were primarily interested in stimulat- 
ing buying of many kinds of consum- 
ers’ durable goods during the early pe- 
riod of the depression. Whether this 
point of view is correct or not, some 
of these agencies are no longer in the 
market for loans of this character, with 
the result that this competitive factor, 
if ever present, is no longer of great 
concern. And, certainly, we are. well 
beyond the depth of the depression. 


On the longer contracts some dis- 
tributors feel that they make sufficient 
profit out of the terms to sell the mer- 
chandise almost on a cost basis. In 
fact, they talk about making two profits 
and their salespeople encourage long 
terms. Possibly because this type of 
business is somewhat new to them, 
they do not realize the increased risk 
which they assume, increased risk which 
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will be much more apparent in a fall- 
ing price market than now. A prac- 
tical result is that consumers tend to 
shop around for terms, tend to buy 
where they find the terms which seem 
best to meet their needs. 

It is heartening to learn that definite 
steps are today being taken to shorten 
terms. Through the efforts of such 
organizations as your own, the Na- 
tional Association of Sales Finance 
Companies, and a growing number of 
others, including the National Retail 
Credit Association and the Credit 
Management Division of the National 
Retail Dry Goods Association, the 
lengthening of terms seems to have 
been largely stopped; shorter terms 
have been adopted in some instances. 
More conservative terms and greater 
uniformity should result from such a 
concerted effort. 

Losses suffered as the result of im- 
proper extension of installment credit 
or as the result of unforeseen factors 
at the time extension was made repre- 
sent one measure of the present situa- 
tion. According to the Retail Credit 
Survey, the ratio of bad debt losses to 
sales on the installment business of ap- 
proximately 2,000 credit granting deal- 
ers declined from 1.5 per cent in 1935 
to 1.2 per cent in 1936, a decrease of 
roughly 20 per cent. On the basis of 
4.5 billions of estimated installment 
sales for 1936, however, this ‘‘cost” 
equals something more than 50 mil- 
lions. This ‘“‘cost”’ compares with one 
half of one per cent for open credit 
and nothing, of course, for cash sales 
during the same period. 

It appears, therefore, from the few 
general facts available that installment 
sales of retail stores up to January, 
1937, had not reached alarming pro- 
portions although the annual rate of 
increase had been high for the two pre- 
ceding years. In spite of the fact that 
this method of selling produces about 
12 per cent of retail sales, or the equiv- 
alent of 7 per cent of our national in- 
come, we do not know what is going 
on currently—we have few current se- 
ries which will give the business man 
an accurate view of conditions in time 
to take wise action. 

In the light of the apparent rapid 
increase of retail sales made on the in- 
stallment basis, critically to consider 
the extent of this type of business in 
the soft goods field seems wise. In- 
stallment sales of this character are not 
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new but they have never before been 
so large. 

Many retailers now offering soft 
goods or, for that matter, storewide se- 
lections on the installment plan lack the 
experience gained by furniture retailers 
and automobile finance companies. 
They have expanded in this direction 
because of the apparent chance to ex- 
pand sales without increasing expenses 
proportionately, because of low interest 
rates, or merely because competition 
“forced” them into it. Many of these 
retailers may be making a satisfactory 
net profit on this business. They may 
have overlooked, however, the question 
of risk, particularly the risks involved 
over a long period of time including 
the time when prices are going down. 








How are sales 
and collections? 


Turn to p. 18 for 
our monthly survey 








No one can predict with certainty 
when another peak will appear like the 
one now so Clearly outlined in 1929. 
Theoretically, and if that month in the 
future could be determined well in ad- 
vance, the retailer could and would ad- 
just his installment policies as he ap- 
proached the “zero hour.” Since he 
cannot do this, the next best policy is 
gradually to shorten the length of his 
contracts, realizing that they should 
never outlast the repossession value of 
the merchandise sold and that during 
a period of declining prices, they should 
be as short as possible. 

In order that the consumer may have 
the maximum opportunity to educate 
himself on the proper use of installment 
credit, all business men interested in 
using this method of selling should con- 
sider the avenues open to them for the 
proper education of themselves as well. 
No general educational campaign, how- 
ever, will succeed until there is more 
standardization of the amount of the 
down payment, carrying charges, and 
length of contract. Not only does at- 
tention need to be given to the stand- 
ardization of these items themselves but 
to the methods by which they are ex- 








plained or advertised to the public. Sell 
merchandise, not terms. 

Present concern is not with install- 
ment selling itself, but with the prac- 


_tices which have grown up in its ex- 


tension during the recent years of ris- 
ing prices and income. An installment 
sale today, however, unlike selling 
either for cash or on open credit, not 
only involves the pay check received by 
the buyer the last of this week or the 
first of next month, but the check 
which he may or may not receive 24 
or 36 months hence. In other words, 
the state of the nation’s business 2 or 
3 years from now may determine 
whether there is any profit in the sale 
made today. 

Installment contracts entered into 
during and immediately prior to 1929 
contributed to the late depression. In- 
stead of learning our lesson, however, 
certain abuses inherent in this type of 
selling have been expanded under com- 
petitive pressure. Unless proper con- 
trol can be promptly gained and main- 
tained over these factors the situation 
is apt to become more serious than it 
was in 1929. One phase of the attack 
upon the problem is the securing of 
current facts that are both significant 
and useable. The absence of facts, 
however, is no excuse for not taking 
immediate action in reviewing install- 
ment policies, and, where needed, 
changing from a policy of broad ex- 
pansion to a more conservative one a 
shifting made necessary today as we 
approach the peak of another cycle of 
business activity. 

Recognizing the importance of in- 
stallment credit, the significant place 
it is playing in our present economic 
situation, and the almost complete lack 
of current factual information, Doctor 
Dye, Director of the Bureau of For- 
eign and Domestic Commerce, has set 
up an installment credit unit in the 
Market Research Division. This unit 
will be under the direction of Mal- 
colm L. Merriam, formerly of the 
Brookings Institution. 

The members of the Department of 
Commerce have no theories which they 
wish to prove, no facts which they must 
find, no conclusions which they expect 
to justify. It is our desire to bring to- 
gether what facts are available, fill in 
the blanks with new figures, arrange 
in an orderly array the results, study 
their significance, make a public report. 
We hope to determine (Cont. on p. 25) 
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How currency inflation would 


affect credits and inventories 


is explained by Dr. SIPA HELLER, 
School of Commerce, New York U. 


kets in September, culminating in 

the panic during the first trading 

hour on the New York Stock Ex- 
change on October 19, 1937, and the 
failure of business to register the an- 
ticipated fall advance perplexed and 
bewildered the country and brought 
forth divergent views as to the future 
course of business. 

Some observers believed that the 
country was entering a short business 
recession similar to that of 1924; oth- 
ers were of the opinion that we are on 
the threshold of a major prolonged de- 
pression. On the other hand, there are 
many students of business conditions 
who refuse to be alarmed by the tem- 
porary setback and predict an upward 
surge of business activity in 1938. 

It is not within the scope of my topic 
to discuss the pros and cons of each of 
these views. But I wish to suggest 
that for political and economic reasons 
the government will endeavor with all 
its powers to prevent a major business 
depression. However, in contrast to 
1931, when the federal debt stood at 
about $16,000,000,000, it amounted to 
$36,875,000,000 on September 30, 
1937, and the government may not be 
able to stem the deflationary process 
and stimulate business revival by sell- 
ing bonds to the banks and pumping 
the funds into business. The heavy 
debt, coupled with the apparent in- 
ability of the government to balance 
the budget in spite of the unprecedent- 
ed large revenues, might lead to a col- 
lapse of the government credit, leav- 
ing inflation as the only way out. The 
vociferous inflationists will reappear in 
Washington demanding printing of bil- 
lions of currency as provided in the 
Thomas Amendment to the Agricul- 
tural Adjustment Act of May 12, 


“ The collapse of the securities mar- 
uu 


1933. As a matter of fact the group 
of people who modestly call themselves 
the Committee for the Nation urged 
the President in the first week of this 
month to increase the price of gold 
from $35.00 to $41.34 an ounce—the 
limit permitted by the Gold Reserve 
Act of 1934—as a means of stopping 
the downward movement of prices. 

So long as the budget is not balanced 
the danger of inflation will persist. 

Should the banks refuse to buy gov- 
ernment bonds issued to finance the 
deficit, the government could cover the 
deficit by sale of bonds to the social 
security funds and to the extent that 
the revenue under social security taxes 
exceeds the payments, the deficit could 
be taken care of in this way. The sale 
of government bonds to the social se- 
curity funds is not inflationary and rep- 
resents merely a shifting of funds from 
the taxpayers to the government and 
redistribution of these funds for vari- 
ous government expenditures. 

Should the social security funds 
prove to be insufficient to cover the 
deficits the government could utilize 
the sterilized gold in the inactive gold 
account outstanding in the amount of 
about $1,260,000. Next, it could 
spend the $1,800,000,000 locked up in 
the Exchange Stabilization Fund. 
Next, it could issue silver certificates 
at the rate of $1.29 per ounce against 
the silver held by the Treasury and the 
government could also devalue the dol- 
lar to 50 per cent and realize a profit 
on the $12,800,000,000 in gold of 
about $2,300,000,000. ‘The last three 
steps are inflationary in character. 

Money in itself has no value except 
gold and silver coin which derive their 
value from the metallic content. ‘The 
value of money is based on the confi- 
dence of the people to obtain goods and 
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services in exchange for it. Whenever 
a government resorts to printing press 
money of the kind permitted under the 
Thomas Amendment it usually results 
in a loss of confidence by the mass of 
the people in the future value of money 
and a rush to convert same into com- 
modities, equities, and real estate, caus- 
ing a rapid rise in the price level. 
Currency inflation: Actual currency 
is used in the United States only for 
retail shopping, wages and travelling 
expenses. Over 90 per cent of the 
business of the nation is transacted by 
means of bank deposits circulating 
through checks. Deposits of all banks, 
exclusive of interbank deposits, amount- 
ed on June 30, 1937, to $53,274,000,- 
000 against $37,998,000,000 on June 
30, 1933, and $55,289,000,000 on De- 
cember 31, 1929. While we have al- 
most reached the high deposit amount 
of 1929 there is a difference in the na- 
ture of the deposits between the 1937 
and 1929 deposits. The 1929 deposits 
were created largely by loans extended 
by the banks to business while the 1937 
deposits are mainly the result of the 
sale of bonds by the government to the 
banks. On December 31 1929, the 
total government bonds held by the 
member banks amounted to $3,863,- 
000,000, while on June 30, 1937, they 
amounted to $12,689,000,000. While 
the banks could destroy the 1929 de- 
posits by simply calling the loans, they 
have no such control over the present 
deposits since they could not call bil- 
lions of government bonds without im- 
pairing their capital and surplus. 
With this in mind we may proceed 
to endeavor to define currency infla- 
tion. Whenever an amount of cur- 
rency in the pockets of the people and 
deposits with the banks increase at a 
faster pace than the quantity of goods 
and services available for sale we have 
the basis for inflation but not neces- 
sarily inflation. We will have infla- 
tion if this increased purchasing power 
should be put to work by the people. 
Let me illustrate the point. Assume 
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that the number of automobiles should 
be doubled. This by itself will not 
automatically double the consumption 
of gasoline. If the cars are not used, 
no gasoline would ever be consumed. 
On the other hand, the faster the cars 
are driven, the more gasoline will be 
consumed. The utilization and intens- 
ity of utilization of purchasing power 
called velocity of circulation causes a 
rise in the price level. A one dollar 
bill turned over five times during one 
month exercises as much purchasing 
power as a five dollar bill turned over 
only once during the same period. 

According to the velocity index pub- 
lished by the Federal Reserve Bank of 
New York (1919-1925=100) the vel- 
ocity of demand deposits outside New 
York City was: 


Yearly average 1929 = 124.8 
1936 = 69.7 

August, 1937 = 70.0 

New York City 
Average 1929 = 192.5 
1936= 49.2 


August, 1937 = 44.0 


Thus the velocity of deposits has 
not kept pace with the growth of de- 
posits. 

Inflation is a treacherous disease. It 
creeps up on you, it is difficult to recog- 
nize until*it is too late. Few, very 
few, people have the ability to recog- 
nize inflation in its incipient slow 
stages. Those who recognize and have 
the courage, wisdom and opportunity 
to act upon it do not only succeed in 
preserving their principal but also make 
large profits. To protect a business 
against the effects of inflation, the man- 
agement must-act upon the probability 
of its occurrence, it must be one step 
ahead of it and take measures deemed 
proper for the individual business be- 
fore every one talks inflation. The 
post-war Austrian, German and French 
inflation showed that it requires ex- 
traordinary cleverness and skill in man- 
agement to bring through an enter- 
prise undamaged. The fundamental 
rule to follow during an inflationary 
movement is not to try to increase or 
maintain profits but to concentrate all 
efforts primarily on the preservation of 
capital. Mounting profits are a smoke 
screen behind which the assets are being 
dissipated. 

In order to adjust the business to 
rising prices during an inflationary pe- 
riod the management must devise and 








adopt new policies regarding (a) in- 
ventories, (b) prices, (c) credit, (d) 
investment of surplus funds. 

(a) I have not mentioned wages. 
Although wages lag considerably at the 
beginning of the inflationary spiral, 
they rise rapidly as inflation progresses, 
but there is no hedge against wages; 
the management cannot contract for- 
ward wages. The inventory policy be- 
comes the more important. As a rule 
enterprises using large quantities of 
raw materials should store up a great 
supply at the beginning of the price ad- 
vance movement. Inventories should 
be carried as heavily as business per- 
mits since each succeeding purchase will 
be made at a higher price. Companies 





Thank you, 
Mr. Roper 


Sirs: 

| appreciate your note of the fifth 

ringing me copy of the October issue 
of CREDIT AND FINANCIAL MAN- 
AGEMENT. | am very much obliged 
to you for the very neat way in which 
you have presented in this issue the 
address on “Credit Guidance in Safe 
Business Development,” delivered by 
me before the convention of the 
National Association of Credit Men. 

Very sincerely, 


DANIEL C. ROPER 


Secretary of Commerce. 





supplying indispensable and widely used 
products and particularly products eas- 
ily kept and stored, should increase to 
the limit their raw material and fin- 
ished product inventories as they will 
be confronted with the heaviest de- 
mand, since their products will be used 
as a hedge by the people living on fixed 
incomes and the wage earners. Com- 
panies which must import their raw 
materials should endeavor to acquire 
large inventories since the foreign ex- 
change value of the currency depreci- 
ates faster than the domestic purchas- 
ing power. 

The management must however, re- 
member that inflation will eventually 
run its course and that stabilization 
is followed by a sharp decrease in busi- 
ness activity. Wholesale prices which 
at the beginning of the inflationary 
movement tend to rise first are also 
the first to fall at the end of the spiral. 
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The cost of carrying inventories b:- 
comes extremely burdensome ; inventor- 
ies are dumped and losses may be eno1- 
mous. ‘Those who endeavor to play 
the price movement up to the last mir.- 
ute of the price advance period are 
caught in the reversal of the trend and 
shaken out badly. 

(b) The survival of the business 
during an inflationary period depends 
largely on the price and credit policies. 
The daily selling price should be based 
not on the cost of production or acqui- 
sition but on the cost of replacement 
at a future date. If your selling price 
is not pushed upward ahead of your 
buying prices, the proceeds from the 
sales would not be sufficient to pur- 
chase or manufacture the quantity of 
goods sold; you will be depleting 
gradually your capital as _ inflation 
progresses. 

(c) Credit: Under this heading | 
should like to discuss first the use of 
the bank credit by the management, 
and, secondly, the granting of credit 
to buyers. (1) It is axiomatic that 
the management should keep the bank 
balances at a minimum and use the 
credit at the bank to the fullest extent, 
discount notes receivable and borrow 
on acounts receivable since in this way 
it shifts the loss in the purchasing pow- 
er of the dollar to the banker. (2) It 
is advisable to sell as little as possible 
on credit unless all the customer’s paper 
can be discounted at the bank. Term 
sales in depreciating currency ruin the 
seller. Between the dates of sale and 
payment the money may decline to such 
an extent that the cash received may 
prove to be insufficient to buy or pro- 
duce the quantity of goods sold. Rising 
prices tempt the customers to buy be- 
yond their immediate capacity to pay 
and the management ought to scale 
down the size of the orders to conform 
to the customers’ ability to pay. 

Upon stabilization sales and prices 
drop, payment of debts becomes very 
onerous—failures are the order of the 
day. The management, therefore, 
ought to be on the watch for the ap- 
proaching end of the period of advanc- 
ing prices and not be caught with large 
accounts receivable nor with large loans 
from banks. It is just as difficult and 
important to be able to be one step 
ahead of stabilization as of inflation. 

In France during the inflationary pe- 
riod 1921-26 the management tried to 
do away with credit terms or at least 
shorten the length (Cont. on page 29) 
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First New York, then Mobile, and next San Francisco may have a 


Foreign trade zone 


New to the U. $.—but old abroad—what is this recent development? 


by LEONARD PHILIPS 


The first United States Foreign 
Trade Zone is operating at Staten 
ly Island, New York. A grant for 
the nation’s second free port was 
issued on September 22 by the Foreign 
Trade Zones Board in Washington to 
the Alabama State Docks Commission 
for a zone at Mobile. And with ap- 
plications pending for permits to es- 
tablish free zones at San Francisco and 
San Juan, Porto Rico, shippers, 
traders, and businessmen in the export 
field turn interested eyes upon this de- 
vice of foreign trade—new to this 
country, but an age-old institution 
abroad. 

Essentially, the free port is a zone 
set apart within the United States. 
Here foreign merchandise may be un- 
loaded at shipside, stored while await- 
ing sale or transshipment, repacked, re- 
marked for another country, mixed 
with American commodities, and in 
other ways handled and processed with- 
in the limits of the Celler Foreign 
Trade Zones Act. The free port takes 
its name from the fact that no im- 
port duty or bonding costs need be 
paid upon foreign goods deposited in 
the zone, such as would be necessary 
if the same goods were landed at ordi- 
nary piers in the United States. 

To shippers, the transshipment priv- 
ileges of the zone offer the greatest 
benefits. Many days, and in some in- 
stances weeks, of time in transit may 
be saved on commodities shipped, for 
example, from Europe or Japan to 
South America by way of New York, 
instead of directly to the country of 
import. The Port of New York Au- 
thority estimates that shippers using 
transshipment privileges through the 
Staten Island zone can average a seven 
days saving between German and South 
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American ports, or as much as twenty- 
two days between Yokohama and Val- 
paraiso, Chile, by way of New York, 
in spite of the greatly increased dis- 
tance. 

These savings take into account the 
average lay-over while awaiting trans- 
shipment in New York. ‘Time is gain- 
ed through faster ships and weekly serv- 
ice between New York and most South 
American ports. The only direct serv- 
ice between Germany and Cartagena, 
Columbia, is a monthly vessel of the 
Hamburg-American Line taking twen- 
ty-one days. Only direct service from 
Yokohama to Valparaiso is a single 
N.Y.K. liner every six weeks, against 
sixteen sailings a month to New York. 

Local American labor and business 
at the free port profits from the “by- 
products of foreign trade” brought to 
the locality by the facilities of the free 
zone. ‘The more important of these 
profitable “by-products” are the clean- 
ing, grading, repackaging, and re-mark- 
ing of foreign goods for the country 
of import. The processes demand sev- 
eral types of labor, American machin- 
ery for cleaning, American equipment 
for packaging, and domestic materials 
to make cartons, labels, packing cases, 
and so forth. 

American manufacturers who must 
purchase a portion of their raw ma- 
terials abroad find a valuable service 
in the foreign trade zone. These man- 
ufacturers can draw from the stocks of 
foreign materials stored in the zone in 
proportion to their current needs in- 
stead of ordering abroad and awaiting 
shipment each time they need supplies. 
The raw materials may be brought in- 
to the zone, unloaded, stored without 
customs supervision, sampled and _ in- 
spected and withdrawn from storage in 
amounts as needed. Duty is paid only 
on the amount actually brought into 
the country when the raw material is 
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These sacks in the “bird cage” 
contain sago flour from The 
Netherlands’ 


East Indies. 


The barrels (below) stored in the 
New York Foreign Trade Zone 
contain German iron oxide. 


needed. 

In this way manufacturers are able 
to assure themselves a ‘continuous 
source of supply, and at the same time 
free themselves of the burden of tying 
up large amounts of capital through 
paying the duty on entire shipments at 
one time. The foreign trade zone also 
enables American manufacturers to 
have merchandise shipped from foreign 
sources at the risk of the shipper, sub- 
ject to inspection and approval. - The 
manufacturer need not purchase the 
material until such time as it is re- 
moved from the zone to his factory. 

A partial answer to the problem of 
American-owned blocked exchanges 
abroad is found in the free port. Do- 
mestic firms with blocked funds can 
now withdraw merchandise from for- 
eign warehouses, and bring it to the 
foreign trade zone here, where it im- 
mediately becomes (Cont. on page 25) 
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Trailing Mr. Grant 


by H. E. WARNER, Manager, Adjustment Dept., Seattle A. C. M. 


Some time ago this bureau was re- 
quested to make an investigation 
Wu of the affairs of a certain gentle- 

man. For convenience sake, we 
will call him Grant. This was not 
his real name. He had changed that 
when he came from Russia to Canada. 

At the time we were called into the 
picture, he was running a retail shoe 
store. He was also dabbling in the 
film business. He supplied films to 
some of the small theatres in the “skid- 
road” district. These films were stored 
in a supposedly fire-proof vault, the 
key to which was in the possession of 
Grant. Practically all the films so 
stored had been damaged by fire so 
that they could no longer be used. In 
this. vault was found a portion of our 
morning paper that was identified as 
having been published the same day on 
which the fire took place! 

This bureau had no connection with 
the film end of the business except that 
the merchants to whom Grant owed 
money for shoes purchased, desired 
that any money collected through the 
fire loss be applied on their delinquent 
accounts. 

The adjuster handling the loss was 
very friendly to the Association as we 
had, in days gone by, settled many 
losses through his office. The insur- 
ance company was of the opinion that 
the fire was of incendiary origin, but 
rather than engage in a protracted law 
suit, made a settlement whereby some 
$1,200 was, through the Association, 
applied on Grant’s delinquent accounts. 

Immediately following the insurance 
adjustment, Grant made arrangements 
to pay the balance of his shoe accounts 
by monthly payments, then left Seattle 
and opened up a store in the Grays 
Harbor Section. Payments were re- 
ceived at this office for some months 
and then suddenly stopped. We were 
unable to obtain answers to letters ad- 
dressed to him in his new location. 

One of our men went to the Grays 
Harbor district, learned that Grant 





had been operating as usual. One 
morning at eight o'clock the store was 
empty and no one knew where Grant 
had gone. 

A month or two after this we were 
on business in a Columbia River town 
in Oregon. Noticing considerable com- 
motion on a main street, we learned 
that a shoe store at the far end of the 
business section had been damaged by 
fire. Information picked up from va- 
rious sources showed that the proprie- 
tor of this shoe store had engaged a 
young lady to help him take inventory. 
The proprietor had counted the shoes 
and called off the numbers for the 
young lady to write down on an in- 
ventory pad. This was evidently done 
as a blind so the young lady could later 
be a witness in testifying about the 
number of shoes in stock. 

The proprietor had then gone to 
Portland, leaving word that he could 
be reached, if required, at a certain 
hotel. A short time after his depar- 
ture, fire broke out. The fire was dis- 
covered in ample time and the fire de- 
partment was successful in extinguish- 
ing the blaze before a great deal of 
damage had been done. 

The building, in which the shoe 
store was located, was an old one-story 
structure with a false front making it 
appear to have two stores. Several 
floor boards had been ripped up and 
then piled in the form of an Indian 
tepee so that the flame from the fire 
would be led through to the roof with 
a forced draft effect. At the bottom 
of this Indian teppe a candle had been 
placed in a saucer among a bunch of 
coal-oil-soaked- rags. Other inflam- 
mable material had been piled around 
this saucer. 

It was evident that Grant had ex- 
perimented to ascertain how long a tal- 
low candle would burn and had fig- 
ured the fire would practically destroy 
the building and its contents before the 
fire department could get in any good 
work. 





The Fire Marshall looked over the 
stock and found that a large number 
of the boxes which had been inven- 


toried were empty. ‘These emptied 
boxes had been collected, thrown up 
in a pile at the end of the store until 
they reached the ceiling at least twelve 
feet high and spread out over a radius 
of fifteen to eighteen feet. 

A few inquiries made it evident that 
the Oregon merchant was none other 
than our Grant and the Fire Marshal 
was given this information. ‘The Fire 
Marshall insisted that the prosecuting 
attorney be interviewed and in order 
to make time, the Fire Marshall drove 
us through the town in the fire engine 
with the siren in full blast, hunted up 
the prosecuting attorney and gave him 
the information available regarding his 
suspicion and the fire loss in Seattle. 

We also passed on to the prosecut- 
ing attorney the fact that Grant had 
had two previous fire losses in the Do- 
minion of Canada. The prosecuting 
attorney then telephoned the sheriff in 
Portland. Grant was picked up at the 
hotel, and brought back to the Colum- 
bia River town. The next morning 
we returned from Portland at the re- 
quest of the prosecuting attorney and 
interviewed Grant in jail. 

“My God, ain’t I got trouble now,” 
Grant exclaimed when he saw _ us, 
“where did you come from?” 

We communicated with the Port- 
land bureau which took an _assign- 
ment from Grant while he was in jail. 
The assignment transferred, for the 
benefit of his creditors, the shoe stock 
which had not been damaged by the 
fire. Charge of arson was brought 
against Grant who was then released 
by posting $5,000 bail. 

Before Grant was brought to trial, 
our attention was called to an item in 
a Southern California paper to the 
effect that a shoe merchant, who was 
at liberty on bail, had committed sui- 
cide by undressing, leaving his clothes 
on the beach and swimming out into 
the ocean. 

When Grant’s Seattle attorney was 
shown this piece in the California 
paper, his comment was “Suicide noth- 
ing, that bird’s gone to Mexico.” 

The Portland Association liquidated 
the estate and the Seattle creditors re- 
ceived their share of the available 
funds. We have heard nothing more 
of Grant since that day. 
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Financial statements as aids 


to management and credit 


The three C’s of credit, Capital, 

Character, and Capacity, are recog- 

ly nized as the basic elements upon 

which credit acceptance is judged. 

In this consideration capital is generally 

considered to be ascertainable from the 
balance sheet. 

But, what is a balance sheet? 

In order to understand the adequacies 
and inadequacies of a balance sheet, 
it is well to know that it is merely a 
rearrangement of an after-closing trial 
balance. It is a technical device which 
does not pretend to reflect value but 
is nevertheless essential as a basis for 
any further analysis. The auditor will 
freely admit that a balance sheet does 
not reflect true values and that in the 
preparation of a balance sheet certain 
conventions, judgments, and practices 
are employed: as substitutes for true 
appraisals of value. 

In spite of this fact, balance sheets 
prepared in this manner in most in- 
stances reflect all that the credit execu- 
tive knows about a concern’s financial 
condition. 

The balance sheet contains a list of 
assets and liabilities. But what are 
assets? and what are liabilities? If we 
use the Websterian definition, an asset 
is something of value from which one’s 
liabilities can be satisfied. I fear that 
lack of understanding of the meaning 
of value is the reason for the lack of 
understanding afforded by Balance 
Sheets. 

You will agree that an asset is a tool 
of business. It is something that some- 
body or a group of somebodies use in 
earning profits. It is merchandise for 
salesmen to sell; it is machinery which 
workmen use to create new products; 
it is a building in which individuals 
are housed at work. 

The value of those assets depends on 
the ability of the people concerned to 
use them profitably. 

Thus, capital, one of the three C’s 
of credit, depends not only on the suf- 
ficiency of the assets; but also on the 


by RHAE M. SWISHER, C.P.A., 


Management Engineer, Chicago. 


manner in which they are used. This 
fact makes the other two C’s important 
factors in evaluating the capital in- 
volved. A proper understanding of the 
financial condition of a company in 
terms of asset utilization is the most 
important approach to a sound analysis 
of a credit risk. However, this requires 
much more information than is ordi- 
narily contained in a balance sheet. It 
also requires an entirely different view- 
point and technique on the part of the 
analyst. 

According to Adam Smith, the econ- 
omist who wrote the “Wealth of Na- 
tions” in 1776, a man’s capital is that 
part of his possessions which yield him 
income—in other words, that part of 
his possessions which he can use. This 
definition has not been improved upon 
by later economists. 

With this understanding of value let 
us transform a balance sheet into a 
financial statement and study its signifi- 
cance from the viewpoint of manage- 
ment. The statement submitted has 
been prepared with a full knowl- 
edge of the facts of condition which 
are not ordinarily known to the analyst 
of a balance sheet, but should be and 
could be made available to him. 

How, then, is this information ascer- 
tained? First, obtain from the com- 
pany its operating statement in suffi- 
cient detail to permit intelligent analy- 
sis. 

When a balance sheet is accompanied 
by an operating statement, certain im- 
portant tests as to reasonableness can 
be made such as number of days ac- 
counts receivable outstanding, number 
of times the inventory turns during the 
year, the relationship of working capital 
to sales, and certain statistics pertain- 
ing to operations such as gross profits, 
selling expenses and administration ex- 
penses. 


Other important information is avail- 
able from well known sources of credit 
information such as agency reports, in- 
terchange of ledger experiences with 
other creditors through the Credit 
Men’s Association, interchange of ex- 
periences with other credit executives in 
trade group meetings, from salesmen’s 
reports, from personal contact, from 
such other sources which may be avail- 
able to a particular industry, and from 
sources which depend upon the in- 
genuity of the manager of the credit 
department. 

Statistics are available through trade 
associations, from government publica- 
tions, from certain credit agency serv- 
ices, from statistical services and such 
other sources of information which may 
be available for certain industries. 

Based on information obtained as in- 
dicated above the analyst should arrive 
at the answers to such questions as: 
What are his customer’s sales? To 
what extent are they seasonal? What 
type of customers does he sell? What 
credit problems does his customer have, 
either from different industries or ter- 
ritorially? What kind of competition 
does he encounter? Is there a trade as- 
sociation in his industry and is the cus- 
tomer an active or cooperative member? 

Are the customer’s products subject 
to rapid style changes? How much 
of the customer’s business is done with 
firms in growing industries and in re- 
ceding industries and what might be 
the effects of either trend? Does the 
customer engage in research studies for 
either new markets or new products? 
Is there a sufficient diversification of 
customers? What are the principal 
sources of supply? Is your company 
a major or a minor supplier and what 
portion of his entire needs are bought 
from your firm? Is the manager of 
the company the owner of the business, 
or if not, who are the owners? Has the 

company a satisfactory historical rec- 
ord financially and morally? 

How long has the customer been in 
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EXHIBIT “A” 


FINANCIAL STATEMENT 
December 31, 1936 


RECORDED 
CIRCULATING CAPITAL TOTAL 
CURRENT ASSETS 
Cash $ 33,815.25 
Accounts Receivable 
Created in December, 1936 160,216.27 
Created in November, 1936 43,927.10 
Created in October, 1936 15,820.75 
Created in September, 1936 13,600.38 
Created prior to September 
31, 1936 22,300.78 
Total $255,865.28 
Notes Receivable 
urrent $ 33,625.00 
Past Due 4,875.00 
Totals $ 38,500.00 
Inventories 
Finished Goods $154,565.20 
In Process 38,799.6 
Materials 109,623.46 
Totals $302,988.28 
Prepaid Costs 1,495.10 
Total $632,663.91 


CURRENT LIABILITIES 
Accounts Payable—Trade 
Created in December, 1936 $163,725.80 


Created in November, 1936 36, 871.99 
Accounts Payable—Non- 
trading — 
Notes Payable $ 45,000.00 
Mortgage Payable, due within 
one year 10,000.00 
Accrued ovat 2,850.00 
Accrued Wag 2,690.86 
Local and Foderel Taxes 22,357.80 
Totals 
Current Circulating Capital 
FIXED ASSETS 
Lan $ 45,650.00 
Buildings, appraised 186,513.60 
—— and Equipment 
ppraised 168,910.46 
Pasian. and Fixtures, 
appraised 26,825.00 
Totals $427,899.06 
Less Allowances for Deprecia- 
tion 155,129.23 
Net $272,769.83 
Patents 77,836.48 
Total $350,606.31 


Less: Mostoage! aie onReal 


er one year 
Fixed Circulating Capital 
Total Circulating Capital 
OTHER ITEMS (Sheet 2) 

Total henge net after deprecia- 

$1,040,644.43 

Total | Liabilities 338,496.45 


Recorded Net Worth (Sheet 2) $702,147.98 


$ 57,374.21 


NON.-CIR- 
CULATING 


$ 76.28 
1,674.90 
3,216.27 
9,649.13 
19,864.58 

$ 34,481.16 

$ 2,000.00 
4,875.00 


$ 6,875.00 


$ 35,523.80 
3,379.26 
7,813.31 


$ 46,716.37 


$ 88,072.53 


5,000.00 
17,026.65 


31,381.65 


$ 53,408.30 


29,006.46 
$ 24,401.84 
00 


’ 


$ 99,401.84 


$ 57,374.21 


$244,848.58 


$244,848.58 


CREDIT and FINANCIAL MANAGEMENT 


CIRCULAT- 
ING 


$ 33,815.25 


221,384.12 


31,625.00 


$256,271.91 
1,495.10 


$200,597.79 


45,000.00 


10,000.00 
2,850.00 
2 86 


22°357.80 


$ 40,650.00 
169,486.95 


137,528.81 
26,825.00 
$374,490.76 
126,122.77 
$248,367.99 
836.48 


$251,204.47 


55,000.00 


$795,795.85 
338,496.45 


$457,299.40 
—S—S— 


$544,591.38 


Ratio 
$1.92 


$1.00 


283,496.45 
$261,094.93 


$196,204.47 
457,299.40 


$244,848.58 


$702,147.98 





+ 








business ? 
on a budget? What is the conditio: 
of the customer’s manufacturing equip 


ment? Is it being adequately depreci 
ated? Is it being maintained in goox 
repair? Is more modern equipmen 


being purchased as available in accord- 
ance with the company’s needs? Is the 
depreciation being retained as working 
capital? What is the labor situation? 
What are the price trends of major 
raw materials used ? 

These and many other questions 
which depend upon the type of business 
in which the customer is engaged 
should interest the credit executive en- 
deavoring to understand his customer’s 
business to such an extent that the basic 
information is available for forming an 
opinion as to the financial condition. 

Knowing the answers to all of these 
questions and having the balance sheets, 
operating statements and other avail- 
able statistics our credit executive at- 
tempts to find the answers to the fol- 
lowing two questions: (1) What work- 
ing capital is required to carry on the 
type of business in which the customer 
is engaged? (2) Is the customer’s 
business well managed? 

In the process of seeking the answers 
to these two questions it will be helpful 
to break down the balance sheet into 
the form used in the typical financial 
statement submitted. 

This financial statement is an adap- 
tation of the CIRCULATION prin- 
ciple in analyzing the financial condi- 
tion. 

The CIRCULATION principle 
was suggested by Adam Smith in his 
“Wealth of Nations” written in 1776 
in which he defined capital as that por- 
tion of a man’s possessions which yield 
him income and further classified that 
capital as “CIRCULATING” and 
“fixed.” However by the term “CIR- 
CULATING,” Smith really implied 
the meaning which in today’s termi- 
nology is intended by the word “cur- 
rent.” Karl Marx, however, in his 
treatise on “Kapital” clearly defined the 
CIRCULATION principle by ad- 
vancing the thought that fixed assets 
CIRCULATE as well as current as- 
sets. While current assets, such as ma- 
terials, immediately CIRCULATE in- 
to other forms of goods and lose their 
identity, fixed assets likewise CIR- 
CULATE into goods produced but re- 
tain their identity. 

We quote Karl Marx as follows: 
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“In the performance of its function 
tiat part of the value of an instrument 
cf labor, which exists in its natural 
form constantly decreases, while that 
which is transformed into money con- 
stantly increases, until at last the in- 
strument is exhausted and its entire 
value detached from its body, has as- 
sumed the form of money.” 

As Henry P. Sherman, then Profes- 
sor of Economics at Miami University, 
wrote in his book on Practical Eco- 
nomics in 1922 in referring to fixed 
capital, “It (fixed capital) does CIR- 
CULATE but with the slowness of 
the tortoise, not the speed of the hare.” 
If assets which are in use are CIRCU- 
LATING assets, then those assets not 
in use are NON-CIRCULATING 
assets. Thus is the principle established 
which permits the transformation of a 
balance sheet into a financial statement. 

Inasmuch as liabilities may be con- 
sidered merely as borrowed assets, they 
consequently serve as deductions from 
the capital represented by the type of 
assets from which they are to be repaid. 
Thus it is possible, by deducting cur- 
rent liabilities from current CIRCU- 
LATING capital and by deducting 
fixed liabilities from fixed CIRCU- 
LATING capital, to prepare a definite 
division of the capital of the company 
into three parts: (1) Current CIR- 
CULATING capital ; (2) Fixed CIR- 
CULATING capital; (3) NON: 
CIRCULATING capital. These 
three totaling the book net worth.) 

In the case submitted herewith the 
analysis of a net worth dollar is as 
follows: 

Current CI RCU - 

LATING Capital .. 
Fixed CIRCULATING 


37.19 cents 


RE bctanwawheens 27.94 cents 
Total CIRCULAT- 
ING Capital ..... 65.13 cents 
NON-CIRCULATING 
CD Ake chal caiminei 34.87 cents 
Total Net Worth 
Dollar per books... 1.00 dollar 


In other words, of the book net 
worth 34.87 cents of every dollar pro- 
duces no income. Consequently all that 
the company earns is earned by the use 
of 65.13 cents of each net worth dol- 
lar. The question that a credit executive 
must consider in this respect is, “Are 
the assets which he loans to this cus- 
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EXHIBIT “A” 
FINANCIAL STATEMENT 
December 31, 1936 


aoe -CIRCULATING ASSETS 


ARY_OF ITEMS ON SHEET 1 





Accounts Receivable $ 34,481.16 
Notes Receivable 6,875.00 
sonegeise 46,716.37 
5,000.00 
Buildings $ 17,026.65 
Machinery and Equipment 31,381.65 
$ 48,408.30 
Less Allowance for Depreciation 29,006.46 19,401.84 
Patents 75,000.00 
Sub-total $187,474.37 
OTHER ITEMS 
Prepaid Expenses over one year 2,381.71 
Deferred Expenses 2,382.50 
Officers’ Accounts 2,610.00 
Goodwill 50,000.00 
Total $244,848.58 
ANALYSIS OF RECORDED NET —— 
Guthnting Common Stock, no par value 2,500 shares issued 
on the basis of $50.00 eac (2,500 shares authorized) $125,000.00 
Outstanding Preferred Stock, $100.00 par value 6% cumulative, 
3,500 shares, (5,000 ‘shares authorized) 50,000.00 
Capital Surplus, created by revaluation of certain assets 38,515.90 
Earned Surplus 188 (632. 08 
Total $702,147.98 
VITAL STATISTICS - 
1936 
FIVE YEAR 
AVERAGE 
‘a “mer ey ALL 1931 to 1935 INC, 
1. Current Assets to Current Debt Ratio 92 2.23 4.64 
2. Net Profits on Sales Percent 305 3.05 1.22 
3. Net Profits to ben ble Net Worth Scat 19.28 15.27 5.00 
4. Net Profits to Net Working Capital Percent 33.76 25.24 7.11 
5. Turnover of Tangible Net Worth Times 6.32 5.00 3.89 
6. Turnover of Net Working Capital Times 11.06 8.27 49 
7. Average Collection Period Days 31.96 days 37.19 days 39 days 
8. Net Sales to Inventory Times 11.27 9.53 1 
9. Materials Used to Average Inven- 
tory Times 6.18 5.31 — 
10. Fixed Assets to Tangible Net 
Ww ercent 54,31 47.41 31.21 
11. Current Debt to Tangible Net 
Worth Percent 61.99 49.10 29.51 
12. Total Debt to Tangible Net Worth Revonia 71.83 58.62 54.6 
13. Net Working Capital Represented 
by Inventory Percent 98.15 86.07 51.6 
14. Inventory Covered by Current 
ebt Percent 110.62 93.56 69.1 
15. Net Working Capital Represented 
by Funded Debt Percent 21.06 15.75 95.62 
16. Net Profit to Capital Percent 19.28 12.62 os 


* Dun and Bradstreet, Fourteen Guides to Financial Stability. 


tomer remaining an active 65.13 cents 
of every dollar or are they drifting into 
the NON-CIRCULATING 34.87 
cents of every dollar?” 

The purpose of a financial statement 
is to reflect the condition of a firm’s 
capital from an economic standpoint, 
while a balance sheet, being merely a 
rearranged trial balance, reflects only 








the accounts as shown on the books 
without absolutely respecting value. 
Herein is the distinction between the 
two professions of auditing and man- 
agement engineering. The auditor in 
his balance sheet is concerned with an 
historical picture which at best is static. 
The management engineer is interested 
in the factual picture from which fu- 
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ture results may be correctly antic- 
ipated. 

For instance, the appearance of 
NON-CIRCULATING assets in a 
financial statement indicate to the man- 
agement engineer opportunities for im- 
proved methods in the usage of assets 
and serves to evaluate the manage- 
ment’s ability to utilize them. 

The progressive credit executive 
must adopt the management engineer- 
ing viewpoint if he is to accurately pre- 
determine the effects of changing con- 
ditions, not only within his customer’s 
organization but with conditions from 
without, such as legislation, economic 
trends, scarcities in sources of supply, 
changing price levels, and such factors 
which are peculiar to specific lines of 
business. 

In other words the progressive credit 
executive must learn to understand the 
limitations of the figures presented by 
the auditor and must adopt the view- 
point of the management engineer in 
studying conditions and anticipating the 
results of current problems on his cus- 
tomer’s future financial condition based 
on a much wider scope of factual 
knowledge and a more profound under- 
standing of operating conditions. 

The comparisons in the submitted ex- 
ample indicate clearly the importance 
of segregating NON-CIRCULAT- 
ING assets from CIRCULATING 
assets. This analysis is based on in- 
dustry statistics of a typical industry 
as furnished by Dun and Bradstreet, 
Inc., compared with corresponding per- 
centages of this typical business and 
further reflecting the same statistics by 
considering only the CIRCULAT- 
ING capital. 

The ratio of current assets to current 
debt is $1.92 of current CIRCULAT- 
ING assets to $1.00 while before elim- 
ination of NON-CIRCULATING 
items the ratio was $2.23 to $1.00. In 
this instance the trade average was 
$4.64 to $1.00. 

The net profits to tangible net worth 
considering all assets were 15.27% 
while to CIRCULATING net worth 
the net profits were 19.28%. The trade 
average was 5.2%. 

Net profits to net working capital 
before elimination of NON-CIRCU- 
LATING capital was 25.24% while 
the percentage of net profits to current 
CIRCULATING capital was 
33.76%. The general trade average 
was 7.11%. 





The turnover of tangible net worth 
before elimination of NON-CIRCU- 
LATING items was 5 times while the 
turnover of CIRCULATING capital 
was 6.32 times. The general average 
was 3.89 times. 

The turnover of net working capital 
before elimination of NON-CIRCU- 
LATING items was 8.27 times while 
the turnover of current CIRCULAT- 
ING capital was 11.06 times. The 
trade average was 5.49 times. 

The average collection period before 
elimination of NON-CIRCULAT- 
ING accounts receivable was 37.19 
days while the collection period of 
CIRCULATING accounts receivable 
was 31.96 days. The trade average 
was 39 days. 

The net sales to inventory before 
elimination of NON - CIRCULAT- 
ING inventories was 9.53 times while 
the net sales to CIRCULATING in- 
ventory was 11.27 times. 

Materials used to average inventory 
before elimination of NON-CIRCU- 
LATING inventories was 9.31 times. 
Materials used to circulating inven- 
tories was 6.18 times. No trade sta- 
tistics were available in this analysis. 

Fixed assets to tangible net worth 
before elimination of NON-CIRCU- 
LATING items was 47.41%, while 
CIRCULATING assets to CIRCU- 
LATING net worth was 54.31%. 
The trade average was 31.21%. 

Current debt to tangible net worth 
before eliminating NON-CIRCU- 
LATING items was 49.10% while the 
current debt to CIRCULATING net 
worth was 61.99%. The trade average 
was 29.51%. 

Total debt to tangible net worth be- 
fore elimination of NON-CIRCU- 
LATING items was 58.62% while the 
total debt to CIRCULATING net 
worth was 71.83%. ‘The trade average 
was 54.6%. 

The net working capital represented 
by inventory before elimination of 
NON-CIRCULATING items was 
86.07% while the ratio for CIRCU- 
LATING assets was 98.15%. The 
trade average was 51.6%. 

Inventory covered by current debt 
before elimination of NON-CIRCU- 
LATING items was 93.56%, while 
the ratio of current debt to CIRCU- 
LATING inventories was 110.62%. 
The ratio for the trade was 69.1%. 

Working capital for funded debt be- 
fore elimination of NON-CIRCU- 





LATING items was 15.75% while 
current CIRCULATING capital to 
funded debt was 21.06%. The trade 
average was 95.62%. 

The net profit to capital before elim- 
ination of NON - CIRCULATING 
items was 12.62% but to CIRCU- 
LATING capital was 19.28%. 

In summarizing this picture the cus- 
tomer is utilizing his CIRCULAT- 
ING capital with much greater rapid- 
ity than is found prevalent in the trade 
notwithstanding its comparative inade- 
quacy of working capital. In this case, 
however, current working capital dur- 
ing seasonal periods was substantially 
augmented by bank loans. 

The analysis afforded by the balance 
sheet in this case mildly indicates the 
general condition and activities of this 
business. But when only the CIRCU- 
LATING capital is considered the 


facts as to the utilization of the assets 


- of this customer’s business indicate un- 


mistakably the effectiveness of this 
firm’s activities. Such striking refine- 
ments in the consideration of these vital 
statistics indicate the importance of the 
CIRCULATION principle in under- 
standing not only a customer’s financial 
condition but in understanding the ef- 
fectiveness of its operations. In other 
words a rather clear understanding of 
how the management of this customer 
company is using the tools of business 
at its disposal. 

It is indeed interesting to realize the 
significance of some of these statistics. 

Current liabilities are protected by 
$1.92 in current assets instead of 
$2.23; the net profit to tangible net 
worth considering only CIRCULAT- 
ING capital was 4.01% greater than 
to the tangible net worth from a bal- 
ance sheet; the net profits to current 
circulating capital were 8.5% greater 
than to the balance sheet working cap- 
ital; the turnover of circulating capital 
was 1.32 times greater than the balance 
sheet tangible net worth; the turnover 
of current CIRCULATING capital 
was 2.79 times greater than the balance 
sheet working capital ; NON-CIRCU- 
LATING accounts receivable repre- 
sented 5.23 days business; the net sales 
were 1.74 times more to CIRCULAT- 
ING inventories than to inventories 
shown on the balance sheet; the actual 
inventory turnover was .87% more 
times than the book inventory; fixed 
CIRCULATING capital to total 
CIRCULATING capital was 54.31% 
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How big, big business? 


Is there a most profitable size for 
business? No simple answer to 
lu this question can be given, says the 
Twentieth Century Fund. If by 
profitable, is meant profit on gross in- 
come, then it is fair to say that, on the 
whole, the largest corporations were the 
most profitable, and that there was a 
well marked profit trend from the 
smallest class through the largest, 
among all corporations and among 
money-making corporations. 

In the money-losing group the giants 
again made the “best” showing, but no 
trend is discernible from class to class. 
The poorest record was made by the 
$5 million-to-$10 million class. All 
classes made fairly close adjustments of 
costs to changes in gross income during 
the period covered. 

If by profitable is meant, however, 
the net income on net worth or the 
total profit on total capitalization, the 
story changes in a very interesting way. 
Among money-making corporations the 
smallest class was the most profitable 
and the largest the least; and among 
money-losing corporations the smallest 
class was the most unprofitable and the 


while the fixed assets to the tangible 
net worth from the balance sheet was 
47.41% ; current debt to CIRCULAT- 
ING capital was 12.89% greater than 
to the tangible net worth; total debt 
to CIRCULATING capital was 
13.21% greater than to the tangible 
net worth; inventories represent 
13.08% more of the current CIRCU- 
LATING capital than the balance 
sheet comparison indicates; the current 
debt was 17.06% greater in relation to 
CIRCULATING inventories than to 
the book inventories; 5.31 times greater 
circulating capital was represented by 
funded debt than indicated by the bal- 
ance sheet; and the net profit earned 
by the circulating capital was 6.62% 
greater than the net profit as considered 
to be earned by the entire net worth. 
These conclusions strikingly illustrate 
that basic element in the understand- 
ing of value advanced by Adam Smith 
and quoted earlier in this treatise: 
“A man’s capital is that part of his 
possessions which yield him income.” 


largest class the least. There was a 
fairly regular trend in both groups, 
somewhat more clearly defined, how- 
ever, in the unprofitable. When prof- 
itable and unprofitable corporations 
are combined, the trend resembles that 
for the unprofitable group. The giant 
class was the only one which as a whole, 
showed a net profit in all three years. 
This fact is, perhaps, sufficient to earn 
for it the title of “most profitable.” 

To summarize, large corporations 
that made profits made them at lower 
rates than small ones, while large cor- 
porations that lost money lost at lower 
rates than small ones. Bigness seemed 
to act as a stabilization factor. It 
tended to keep rates of profit or loss 
within a narow range. Smallness, on 
the other hand, seemed to be a lever- 
age factor which tended to cause wide 
swings. 

The spread of the ratios of net in- 
come to net worth in the giant class in 
1933 was from an average profit of 
4.7 per cei:t, reported by those corpora- 
tions that had net incomes, to an aver- 
age loss of 2 per cent, reported by cor- 
porations without net incomes. This 


In summarizing our discussion of 
financial statements as an aid to man- 
agement and credit, it is obvious that 
the credit executive must join with the 
management in its consideration of 
financial condition from the standpoint 
of trends rather than from the static 
standpoint of the accountant’s report. 
The difference between the two view- 
points is the element of life. 

Let us recognize that a customer’s 
balance sheet is merely a statement of 
the tools which he owns in his business 
without necessarily purporting to rep- 
resent their true value, further recog- 
nizing that value depends upon the 
owner’s ability to utilize. Let us 
breathe life into balance sheets by thor- 
oughly understanding the customer’s 
business and then reconstruct a finan- 
cial statement which will be helpful in 
determining effectively how the cus- 
tomer is using the assets reflected on a 
balance sheet and consequently the true 
value of these assets. 

The financial statement constructed 


spread was only 6.7 points. In the 
median class, the range was from profit 
of 7.1 per cent to a loss of 8.5 per cent, 
or 15.6 points. In the smallest class it 
was from a profit of 8.6 per cent to a 
loss of 37.8 per cent, or 46.4 points. 

The story can be given still a differ- 
ent twist if the variations in officers’ 
compensation and in depreciation and 
depletion are neutralized by restoring 
these items of expense to income. When 
this is done, the larger corporations are 
in a much less favorable position in re- 
lation to the smaller corporations than 
otherwise. 


Super-markets 


Under the heading, “The Bogy of 
Bigness,” the National Grocers Bul- 
letin, published by the National Asso- 
ciation of Retail Grocers, cites figures, 
which it contends “seem to answer 
effectively those who have been pre- 
dicting that the super-markets would 
drive the little retailer out of business.” 

“In 1935,” the bulletin says, “there 
were 6,249 food stores which did a 
business of $100,000 or more. Their 
total volume was $1,044,208,000, or 
16.5 per cent of the total. 

“In 1929 there were 8,227 such 
stores, with a total volume of $1,362,- 
858,000, and they did 18.6 per cent 


of the retail food business. 


on the basis of this CIRCULATION 
principle is by no means a “cure all.” 
It will serve as an important aid to the 
credit executive in correctly visualizing 
the financial condition of a customer. 
In important credit cases this type of 
analysis may require the engagement of 
outside assistance. In this connection 
the management engineer as well as the 
auditor has a function to fulfill in serv- 
ing the credit executive constructively. 
Today’s problems present a definite 
challenge to the credit profession due 
to the rapidly changing economic con- 
ditions and with it the changing de- 
mands on the utilization of working 
capital. It is a challenge to the credit 
executive to more accurately interpret 
the ever changing management oppor- 
tunities. It is a challenge which the 
credit executive can meet by enlarging 
his understanding and concept: of his 
customer’s business and by equipping 
his credit department with the tools 
and information necessary in making 
decisions in important credit matters. 
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With the aim of developing a 
greater appreciation of sound credit 
M principles and practices, the Na- 

tional Association of Credit Men 
is presenting on this page the details 
of its 3rd Annual Tregoe Memorial 
Prize Essay Competition, held annual- 
ly in memory of the late Mr. J. H. 
Tregoe, Past Executive Manager of 
the Association, and one of the pioneers 
in the movement for sound business 
credit principles and practices. 

The Competition was founded with 
the hope that it would be an incentive 
to students and workers in the field of 
credit for further study of its many 
phases. 

The sponsors believe that the result- 
ing prize-winning essays, which will be 
published in “Credit and Financial 
Management,” will be thought-pro- 
voking contributions to sound credit 
management. 





I. WHo 1s ELicrBLe: 


For Class A prizes, any student or 
former student in the National Institute 
of Credit is eligible. 

For Class B prizes, any student in the 
junior or senior classes of schools of com- 
merce or business administration in rec- 
ognized colleges or universities is eligible. 

No employee of the National Association 
of Credit Men or of any of its affiliated 
units is eligible for the competition. 


II. Prizes: 


Class A Class B 
ae 2 are $100 
Second ....... 40 Second ....... 40 
ee Awhesbes BP {Tein aui5.< 20 
ee ee rs 10 

Honorable men- Honorable men- 


tion—Fifth to Tenth 
inclusive: 1 copy, 1938 
edition “Credit Man- 
ual of Commercial 
Laws,” for each 
place winner. 


tion—Fifth to Tenth 
inclusive: 1 copy, 1938 
edition “Credit Man- 
ual of Commercial 
Laws,” for each 
place winner. 


III. Essay Subjects: 


The choice of subject is unrestricted 
within the limit that it is related to some 
phase of credit practice or policy or shows 
the relationship of importance of credit to 


First call: $rd Annual Tregoe 


Memorial Essay Competition 


general business and economic life. As an 
indication some of the winning subjects in 
previous years have been: 

“Personal Finance Companies” 

“The Use and Abuse of Credit” 

“Financing Automobile Sales” 

“Commercial Banks: Their Relation to 
High Credit Standards” 

“Corporate Credit and the Revenue Bill 
of 1936” 


IV. Basis or AWARDS: 


(1) Intelligent selection of subject. 

(2) Evidence of knowledge of basic 
principles and practices in the field of 
credit. 

(3) Indication of adequate conception of 
the relation of credit to general business. 

(4) Evidence of ability to think con- 
structively on credit problems. 

(5) Directness, conciseness, 
herence in method of expression. 

(6) Neatness and orderliness of manu- 
scripts. 


and co- 


V. ANNOUNCEMENT OF AWARDS: 


The awards will be announced at the 
43rd Annual Covention of the Association 
at San Francisco, California, in June, 
1938. Announcement will also be made 
in “Credit and Financial Management,” 
official publication of the Association. 


VI. GENERAL RULES FOR THE CONTEST: 


(1) All manuscripts submitted must be 
typewritten, double-spaced, with at least 
one extra copy submitted. This second copy 
may be a carbon. 

(2) The maximum length of the manu- 
script is to be 4,000 words. 

(3) Those intending to compete for prizes 


Mr. Carl H. Henrikson, Jr. 
Director of Education 

National Association of Credit Men 
One Park Avenue 

New York, N. Y. 














should submit the attached blank to the 
National Association of Credit Men, 1 
Park Avenue, New York, N. Y., before 
March 1, 1938. 

(4) All essays to be eligible for prizes 
must be in the National Association of 
Credit Men offices, 1 Park Avenue, New 
York, not later than May 1, 1938. Ail 
manuscripts should be sent by registered 
mail. 

(5) Pages must be securely fastened at 
the top. The name and address of the 
contestant, together with designation of 
business connection or school connection, 
must be typewritten at the top of the first 
page. The name of the contestant only 
(for identification purposes) on the top 
of each succeeding page. The manuscript 
must be accompanied by a letter of trans- 
mittal signed by the contestant. 


VII. PuBLicaTIoN: 


(1) The Essays winning first prize in 
each class will be published in the official 
publication of the National Association of 
Credit Men—“Credit and Financial Man- 
agement.” 

(2) The right is reserved to publish any 
other of the essays submitted in “Credit 
and Financial Management.” 

(3) No manuscript will be returned to 
the writer. 

To facilitate handling of essays and 
preparations for the competition, the at- 
tached coupon should be sent by the en- 
trant. Submission of the coupon is not a 
requirement for consideration of a manu- 
script but it is earnestly requested by the 
Board of Judges of all those intending to 
participate. 





I desire to inform you that I will submit a manuscript in the Third J. H. Tregoe 
Memorial Prize Essay Competition in accordance with the contest requirements. 


Address 





City and State 


School or 
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J've found @ WGy to stop a serious drain on 


my profits and re-employ the money that used to go 
vacationing at my expense ... money that was tied upin 
accounts receivable. It works for me all the time now. 


“Doubtless, you’ve heard of Commercial Credit 
Company’s open account financing plan? So had I. 
I recognized its many advantages, and knew that it 
was being widely used by many flourishing business 
concerns, but I had one mental objection to it I 
couldn’t overcome. Let me explain. 


“I’m as modern and progressive as anyone in 
production and sales methods. But in matters 
of credit and finance there’s a conservative streak 


























NEW YORK CHICAGO 


* Commercial Credit Company’s modern industrial financing 
is available to you on terms that enable you to liquify your 
receivables and re-employ the money profitably and safely. Inves- 
tigate the new LIMITED LOSS clause introduced exclusively 
by Commercial Credit Company. It is a protective feature that 
will interest you. Full details on request .. no obligation. 


When writing to advertisers please mention Credit © Financial Management 





in me as wide and as deep as the Grand Canyon. 
I wouldn’t count my chickens while they’re still 
eggs. Neither would I discount my receivables and 
use my own money profitably in my own business. One 
of my large accounts might fail. Then I’d be on the 
spot. Invariably, I would decide to wait for my money. 


“Then Commercial Credit Company introduced its 
new LIMITED LOSS clause and changed the whole 
picture for me. Briefly, here’s just what it means. I 
can now cash in on as small or as large a part of my 
receivables as necessary, without any red tape or delay. 
I can protect myself against any credit loss beyond my 
normal bad debts. The margin between what it costs 
to do this, and what the use of my capital 
nets me in discounts saved and new profits 
earned, is far in my favor. My customers get 
their regular terms—pay in the regular way. 


“I’m still a conservative. Nothing is 
different except that I now have less finan- 
cial worry, more liquid capital and a more 
thriving business.” 


COMMERCIAL CREDIT COMPANY 


BALTIMORE 


PORTLAND, ORE, SAN FRANCISCO 








































































































Submitted 


for 


This month's collectors: 


the approval of 


our readers 


by R. D. GREGORY, Grimes-Stassforth Stationery Co., 


Los Angeles, Cal. 





ES 


Dear Sir: 


October Balance $———-_— 


December—and another exciting and eventful year speeding to a close. 


We realize you’re busy—but trust you will take time out today to send us your check 


for the above balance. 


We thank you and extend the season’s heartiest greetings. 





Yours very truly, 





Gentlemen: 


by H. G. KYPER, Asst. Treasurer, J. C. Blair Co., 


Huntingdon, Pa. 













No one will deny that courtesy in business like courtesy in the home makes life more 


pleasant. 


is what folks are seeking above everything else. 


This is an outstanding period in the year for the pursuit of happiness and that 


Our principal duty here on earth is to serve one another the best we know how. 
If we have failed in this respect with you it has not been because we did not try to 


please you. 


The foundation policy of our Company is to satisfy our customers, and in 


return for that part of the transaction we are always happy to receive hearty cooperation 
from our customers for this service which we have rendered. 


We hope you have enjoyed a very delightful Christmas and now to make it possible 
to start the New Year off in good form by having your account balanced, we expect you 
to send us a check before December 31, 1936. Only a few days are left to do this so please 
let us hear from you promptly. 


The amount past due is $31.95. 
and Prosperous New Year. 






Yours very truly, 





“Here is a letter which was dic- 

s tated especially for a few slow ac- 
counts and the writer checked the 
results carefully. The response 
was so encouraging that the letter was 
used on accounts where the past due 
items needed special attention during 
the period between Christmas and the 
First of the New Year,” Mr. Blair 


writes. 





We take this opportunity to wish you a very Happy 





“There is evidently a sort of sea- 
sonal touch which really got to the 
pocketbook regardless of the fact that 
money is usually scarce at that time. 
We were very pleased with the good 
work accomplished with this type of 
letter and intend to carry out the same 
idea of appeal again this year.” 


A great deal of collection letter 








writing, however, can be obviated if 
proper care is taken in analysis of 
credit responsibility. The most funda- 
mental, up-to-date method ever de- 
vised for knowing just how worthy 
your credit applicant is as a risk has 
achieved foremost standing among 
credit executives because it is based on 
the current record: The Credit Inter- 
change System of the N. A. C. M. 
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Mr. Buyer goes to town 


A half-hour in the day of a credit manager 


by A. E. SOUTHGATE, General 


Credit 


Manager, The 


Philadelphia and Reading Coal and Iron Co., Philadelphia, Pa. 


The Cast: (As presented at Coal 
Group Meeting, June 22nd, 1937, at 
Chicago IIl.) 

Mr. Tom Sheets (“Mr. Buyer’) 
Mr. R. G. Solum * 
Mr William Haynes 

(The Credit Manager) 

Mr. A. E. Southgate 
Miss Ward (Secretary to Mr. Haynes) 
Miss Florence Highfield 


The Scene: The office of Mr. 
Haynes. 

The Time: About 11:30 on a bright 
day in early summer. 

Mr. Haynes is discovered at his 
desk poring as usual over reports, 
financial statements, correspondence, 
etc. 

(Miss Ward enters) 

Miss Ward: Mr. Sheets of Sheets 
Coal Company, Bayville, Mass., is here 
to see you sir. 

Mr. Haynes: (irritably) Ho-hum— 
Just when I thought I was going to 
have an hour or so to get some real 
work done. These fellows that come 
in here and waste my time are a nui- 
sance.. Here, Miss Ward, take these. 
I’ve marked what form letter I want 
sent in each case. 

Miss W: Yes sir (leaving)—and 
shall I show Mr. Sheets in? 

H: (much annoyed) Yes, show him 
in! By the way, what kind of a fellow 
is he? 

Miss W: He’s about 40, sir, looks 
like a high type merchant, but he seems 
to have a big chip on his shoulder right 
now. 

H: Oh he has, eh? Well, show him 
in, maybe I can knock it off. 

(Miss Ward leaves and in a few 
moments returns with Mr. Sheets) 


Miss W: Mr. Haynes—Mr. Sheets 





* Mr. Solum is with Old Ben Coal Cor- 
poration, Chicago, III. 


of Sheets Coal Company. (Miss W. 
leaves) 

H: (quite cordially) Oh, how do 
you do, Mr. Sheets. I’m very glad you 
dropped in,—always happy to see our 
customers — especially the real good 
ones. Have a chair! 





S: (brusquely) Thanks, Mr. 
Haynes, believe I will take the load off 
my feet—and I’ve got to get a load off 
my chest too, Mr. Haynes—and the 


sooner the better! (sits) 

H: That so? What could be bother- 
ing you on such a beautiful day as this? 

S: Oh the day’s all right—but here’s 
a letter I received from you yesterday, 
and boy oh boy did it burn me up? My 
blood pressure got so high it just about 
boiled over. If you fellows who sit in 
your swivel chairs and dictate to pretty 
stenographers had to go out and sell 
coal retail and then chase these people 
all over Hell’s half acre to get your 
money you wouldn’t be so quick on the 
trigger with your letters when a cus- 
tomer slips a couple of days on a dis- 
count! 


H: Why, Mr. Sheets,—I... 

S: Oh, I know how it is. I’m a 
little fellow out in the sticks and this 
is a whopping big corporation. Who 
am I to violate your rules and regu- 
lations. Why should J dictate my own 
terms? Shall the well known stubby 
tail be allowed to wag the big bad 
dog? No sir! So you set out to put 
me down in my place. Just listen to 
this letter and see how you like it: 

Sheets Coal Company s 

Bayville 

Mass. 

Gentlemen: 

(Now there’s a bit of irony 
for you!—You didn’t think of 
us as gentlemen when you wrote 
this!) 

Your check in the amount of 
$2,141.96 which was mailed to us 
on June 17th has been received. 
This remittance was tendered in set- 
tlement of our invoices of May 26th 
and we are sorry that these charges 
were not paid on or before June 
10th,—the final date on which we 
could have allowed the discount de- 
duction you have made. 

Under the circumstances we are 
returning your check herewith and 
request that you forward us a cor- 
rected payment for the full amount 
of these invoices. 

We are confident we can depend 
on your co-operation on this and also 
future remittances which should 
comply strictly with our terms of 
sale if cash discounts are to be 
allowed. 


Yours very truly, 
WILLIAM HAyNgs, 
Credit Manager. 
Now, isn’t that a humdinger ? Wouldn’t 
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that make anyone feel like kissing the 
writer—with a brick? 

H: But, Mr. Sheets, that’s merely a 
form letter I use on all customers who 
take illegal discounts. I’ll admit its a 
bit cut and dried but— 


S: “Cut and dried” eh,—it’s cut all. 


right—and as for being dried, there 
certainly isn’t any of the milk of human 
kindness left in it. It’s so dried up it 
rattles like dead men’s bones. There’s 
one big trouble with that letter— 
there’s a wicked waste of words and 
paper. Why didn’t you just return 
my check and put a little printed slip 
on it saying, “Check refused, late for 
discount, send correct amount” and 
be done with it? 

H: Well, now, Mr. Sheets—I didn’t 
anean to hurt your feelings,—I— 

S: (sarcastically) Oh—so you admit 
I have feelings? Well, well, you're 
coming along! First thing you know 
you'll be telling me you appreciate my 
business. Eighteen years I’ve been 
dealing with your firm—Eighteen— 
long—years. And you haven't lost a 
cent on me yet. Why, during that 
eighteen years I must have paid you 
close to a million dollars and now you 
start to raise hell over a few paltry 
pennies. Mr. Haynes, I’ll bet any one 
of your competitors would be tickled 
pink to get my account—and they 
wouldn’t fight with me over a little 
matter of a few days overtime on dis- 
count, either. You ought to appreci- 
ate a geod customer when you have 
one, you can’t be too fussy these days 
you know. 

H: That’s very true, Mr. Sheets,— 
and we do value your goodwill and 
your business very highly, but— 

S: Then why jack me up like this 
over a mere discount?—You ought to 
be a bit broadminded about such 
things. 

H: That’s just what we’re trying to 
be, Mr. Sheets, and if you'll let me ex- 
plain our viewpoint perhaps you'll feel 
differently about it. Being broad- 
minded doesn’t mean being /oose- 
minded or having no mind at all. We 
think we are broadminded because we 
look beyond the immediate present and 
try to visualize what would ultimately 
result from our not maintaining the 
discount policy or administering it 
equitably. 

S: That all sounds right but no 
policy is worth a damn unless it’s flex- 
ible enough to meet varying condi- 


tions, and you know it! Besides, if the 
thing is going to be worked automatic- 
ally the office boy can handle it.—I 
honestly believe he could do just as 
well anyway! 

H: Haha, Mr. Sheets, you certainly 
are frank, aren’t you? But you're just 
the type of fellow I like to discuss these 
things with because you come right out 
and say what vou think and I’ve had 
enough experience with such men to 
know that they are. really fair-minded 
and square shooters. The only trouble 
is we’re on opposite sides of the fence, 
each looking at this from his own side 
only. So, let’s climb up on the fence 
together so we'll be on neutral ground 
and then survey the whole situation. 





If, when we get through you have con- 
vinced me you're right I’ll allow this 
discount and never question another of 


your deductions. On the other hand, 
I know that if I can “sell” you my 
story you will be sport enough io ad- 
mit it. No matter what happens we'll 
be good friends. Is it a go? 

S§: Sure, you show me.—I’m “from 
Missouri” but I’m no mule. 

H: Well, let’s take your side first. 
You like to deal with us because you 
like our coal and our service and you 
feel that you can always depend upon 
our giving you a square deal. ‘That’s 
right isn’t it? 

S: Sure, it’s right. I wouldn’t have 
dealt with you eighteen long years if it 
wasn’t. 

H: Absolutely! And in all those 
years you never had a legitimate com- 
plaint but what we took care of you 
cheerfully and promptly. 

S: That’s right. 

H: And you never found us offering 
“bargains” or special, secret deals to 


favored customers because we believe 
in treating all our dealers on the same 
fair basis. I venture to say, though, 
that during those eighteen years you 
were offered plenty of so-called bar- 
gains by some of our competitors bu: 
you turned them down—because. you 
knew that if a special concession were 
offered you, something even better 
might be offered your competitor and 
you wanted to deal with a concern 
whose prices and terms were as stable 
as the quality of its coal. 

H: Am I right, Mr. Sheets? 

S: Yes, that’s all “jake”. Go ahead, 
you'll run down pretty soon—I hope! 

H: Oh, I haven’t even warmed up 
yet. Wait till I get really started. 


(laughing) 
§: Oh hum! Well—I’ve got all 
day. Hop to it! (smiling—at last) 


But don’t get too hot—it’s pretty warm 
as it is. (mopping the manly brow) 

H: (laughing) Getting back to our 
subject—you stayed with us because 
you could depend on us. When we 
said anything we meant it. And that 
applies to prices, quality—everything, 
including discount terms. Fifteen days 
to us means fifteen days—not sixteen 
or seventeen or twenty. 

S: Yeah, I found that out! 

H: It isn’t an easy job to maintain 
such a policy—in fact, any policy calls 
for a lot cf determination because 
there are so many inducements to make 
exceptions. But if exceptions are once 
begun they will quickly increase and 
soon the exception will become the rule. 
Mr. Sheets, we’re afraid to let the bars 
down even once, because there always 
has to be a beginning to a bad habit 
and you know how easy it is to become 
careless about such things. For in- 
stance, out at the mines we maintain 
a very rigid inspection policy. Not one 
car goes out that does not pass the 
test. If we ever did let one slip out 
we'd do it again and then again 
and before long you wouldn’t be able 
to depend on our product. And any- 
body who is sloppy with one policy 
will be sloppy with another, whether 
it’s prices, quality, discount terms or 
what not. Customers are mighty quick 
to sense any laxity or looseness in an 
organization and if we do not respect 
our own terms and policies how can 
we expect others to respect them? 

S: I agree with you there, Mr. 
Haynes, I’ve found that out in my 
business. If I should slip just once 
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aad give a lower price or some other 
concession to a customer he is never 
satisfied after that unless he gets a 
similar favor on every purchase he 
makes. 

H: That’s just exactly it! Let the 
bars down once and you can never get 
chem up again. It is human nature, 
it seems to take advantage of any open- 
ing or weakness on the part of others. 
We can’t get away from it. We would 
all be chiselers if we thought we could 
get away with it. In some countries 
not so advanced as ours it is the custom 
to haggle over almost every sale. The 
price is mever fixed—the craftiest 
“horse trader” and chiseler gets the 
best of the deal while the more consci- 
entious fellow gets gypped. There are 
plenty of chiselers right here. They 
are not at all interested in maintaining 
high standards of business practice or 
ethics. All they want is a cut or some 
kind of advantage over the other fel- 
low. Luckily, though, they are a small 
minority—and that’s where you and I 
and every other business man must keep 
them. So long as we keep their num- 
ber down we can afford to ignore them, 
getting our business from the better 
type. But, if by our own methods we 
breed more and more chiselers we will 
soon depend upon them for our business 


and then—Lord help us! Right? 


S: Right you are. I hate a chiseler 
myself—but, wait a minute (bristling) 
I hope you’re not classing me as one! 

H: (very earnestly) Not at all, Mr. 
Sheets, certainly not! I’m really sorry 
I had to use that word to illustrate my 
point. No sir, none of this is personal. 
When you made that discount deduc- 
tion I’ll bet you said to yourself, “I’m 
a few days late with this check but I’ve 
been dealing with that company for 
eighteen years and this is my first time 
to be late on a discount. They’ve been 
out the use of the money, that’s true, 
but my business is worth something and 
what’s a few days among friends any- 
way?”—and you were right, Mr. 
Sheets. If it were not for the fact that 
we wouldn’t know where to stop we 
could well afford to make exceptions to 
fellows like you. In fact, we hate to 
run the risk of offending good custom- 
ers by refusing. But once you start 
making exceptions, where are you go- 

ing to stop? You might just as well 
pitch your policy out the window and 
forget it. 


S: By Golly, Mr. Haynes, I’m 


afraid you've just about sold me a bill 
o’ goods. I never looked at it just that 
way,—but you’re right—I can see that. 
I’ve always run my business on what 
I consider sound principles and have 
treated competitor and customer alike 
with fairness: and consideration. It’s 
up to each of us to keep the standards 
high—yes, I believe that. Well, the 
lunch is on me, Mr. Haynes (looking 
at watch)—it’s about that time, you 
know. 


H: No, no, no, Mr. Sheets, you’re 
in our city, now, and you’re my guest. 
But if you’re not in too much of a 
hurry there’s just one other side to this 
that I wanted to mention. 


S: Go ahead I’m getting a great kick 
I didn’t think any credit 


out of this. 





manager could orate so well—I thought 
all the spell binders were in the Sales 
Department (laughing). 

H: Ha, ha, Mr. Sheets, I’m getting 
a kick out of this myself—But what 
I wanted to speak about is the personal 
side of the problem. ‘This is quite a 
big corporation but it’s really made up 
of a lot of individuals all having cer- 
tain jobs to do. One of my jobs is 
the administration of our discount pol- 
icy. I didn’t make it—the big bosses 
did that in collaboration with the rest 
of the industry. They make the law— 
I’m just the policeman on the beat who 
has to enforce it. By jove, Mr. Sheets, 
that gives me an idea for a letter. 
That one I sent you was pretty punk, 
I can see that now. It’s about as 
stereotyped as they come. Would you 
mind if I called my secretary in for 
a minute or so and dictated a letter 
while the idea is hot? 


S: Certainly not, a change in the 
scenery wouldn’t hurt a bit! 


H: (ringing for secretary) The 


human touch—that’s what we need, 
Mr. Sheets—more of the human touch 
in business—especially in correspond- 
ence. (Miss Ward enters) Miss 
Ward, take a letter, will you, please? 
Mr. Sheets has helped me develop an 
idea. Let’s see—let’s address it to: 


(Mr. H. dictates) 


Mr. Tom Sheets 
Sheets -Coal Company 
Bayville, Mass. 
Dear Mr. Sheets:: 

If you have ever seen Gilbert & 
Sullivan’s comic opera “The Pirates” 
you probably remember the police 
sergeant who sings (with great 
pathos) “A policeman’s lot is not a 
happy one.” Although I’m not ex- 
actly a policeman, my lot right now 
isn’t a happy one either. I am, in a 
word, on the spot and you're about 
the only person who can help me. 

Here’s the story: One of my re- 
sponsibilities in this corporation is 

maintenance of the financial policies 
dictated by the management. In 
other words, they make the laws and 
I’m the “policeman” who has to en- 
force them. The one relating to dis- 

- counts says a discount shall be al- 
lowed on all invoices paid within 
fifteen days. Once in a while, 
though, one of our good customers, 
like yourself, slips up a few days. 
You know how it is—a fellow says, 
“What difference does a few days 
make, and anyway, you can’t be too 
fussy about terms these days.” Yet 
if I make an exception in one case 
I shall have to make it in others, the 
practice will spread and before I can 
stop it the exceptions will become 
the rule and there will be no definite 
discount period at all. So there’s the 
rub—it’s either fifteen days or it 
isn’t—and the big boss says it is. 
And I’m in the middle. On one 
side a good customer and, I’m sure, 
a good scout; on the other, the com- 
pany’s policy. 

That policy is for your benefit as 
well as ours, though, so I’m certain 
you will be glad to help me sustain 
it. If you agree with me, won't 
you kindly send us an additional 
check for $43.70 to cover your de- 
duction on the check received this 
morning seven days late which we 
will deposit when the charges ma- 
ture on a net basis. If not, I shall 
be very glad to have your views. 

With kindest regards, (Cont. om p. 26) 
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What the 


debt means 


THE NATIONAL DEBT AND 
GOVERNMENT CREDIT. By 
Paul W. Stewart and Rufus S. 
Tucker. The Twentieth Century 
Fund, Inc., New York. $1.75. 
Continuing its admirable series of 

studies of various phases of business 

and government in their relationship 
to our present problems, The Twenti- 
eth Century Fund follows its recent 

“Facing the Tax Problem” with this 

new analysis of the Federal govern- 

ment’s debt and the effect of this all- 
time-high debt on the Federal credit. 

In seven depression years the Fed- 
eral government debt has risen from 
approximately $17,000,000,000 to 
more than $36,000,000,000. The book 
points out that 308 days of effort on 
the part of the entire population and 
earnings on capital of the U. S. in 

1936 would have been necessary to pay 

off the national debt accumulated dur- 

ing that year. ‘That is an imposing 
figure and, in the face of it, it is only 
comparative consolation to realize that 
it would have taken 2% years of effort 
on the part of the entire United King- 

dom to pay off the British debt and a 

slightly longer period in the case of 

France. In 1936 the Federal debt on 
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a per capita basis was $261, well ahead 
of the wartime peak of $228. 

The present method of financing the 
government deficit makes possible a 
vast credit inflation but whether it will 
occur the study does not predict. Nev- 
ertheless, the huge debt involves extra 
taxation to pay the interest charges and 
induces an “easy money” policy which 
affects every citizen, since it reduces 
saving banks’ interest payments, for 
instance, and tends toward speculation 
and higher prices. 

After studying the findings a special 
committee declares that debt reduction 
is an urgent necessity and presents a 
four point program: 

1. Actual balance of the budget in 
the fiscal year 1938 through a curb on 
expenditures or additional taxation. 

2. Substantial debt reduction in the 
fiscal year of 1939 of at least one bil- 
lion dollars. 

3. Debt reduction averaging at least 
one billion dollars over good and bad 
times over the next decade. 

4. The Treasury refunding program 
should be continued with the ultimate 
aim of re-establishing the relationship 
between long-term (76%), medium- 
term (15%), and short-term (9%) 
securities which existed prior to the 
depression.—P. H. 


Security losses 
and how to curb them 
FALSE SECURITY. By Bernard J. 


Reis. Equinox Cooperative Press, 
444 Madison Avenue, New York. 
$2.75. 

The newspapers, on the morning af- 
ter this reviewer finished reading 
“False Security,” carried headlines that 
payment had been arranged by the Re- 
public of Peru on its outstanding dol- 
lar bonds which had been in default in 
interest and sinking-fund payments 
since 1931. The background of this 
news-worthy movement toward partial 
payment of interest is brought out in 
Mr. Reis’ book in his chapter on for- 
eign bonds. 

Between 1923 and 1930, the author 
points out, more than six billion dol- 
lars of foreign bonds were sold in this 
country and of this number about one- 
third—almost two billion dollars— 
were in default at the start of 1937. 
Of this portion the Peruvian dollar 
debt is nearly eighty-six million dol- 
lars including federal, provincial and 
municipal loans. 
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“False Security,” however, does 
more than present the story of how 
money was lost in foreign bonds. In 
the words: of its sub-title, “the betrayal 
of the American investor” was not con- 
fined to that class of securities. Ac- 
cordingly, the author presents a fac- 
tual analysis, written in terms that any 
investing layman can grasp, of the 
losses in guaranteed mortgages, invest- 
ment trusts, real estate bonds. 

In its opening chapter this book an- 
alyzes corporation control and _ stock 
and bond issuance methods in the years 
before the 1929 crash. ‘The author 
also devotes later chapters to reorgani- 
zation committees, reorganizations un- 
der Section 77B of the Bankruptcy Act 
and the role of courts and certified 
public accountants. 

Following this rather iconoclastic 
series of chapters he analyzes the Se- 
curities Act of 1933 and its subsequent 
amendments and presents the need for 
investor alertness because “it is imper- 
ative that the investor rid himself once 
and for all of the illusion that the Se- 
curities Act is the weapon he so des- 
perately needed, and look to other 
means of self-protection.” 

The author’s suggested remedy is an 
organization of investors on a non 
profit basis with low minimum dues, 
directed by “men of prominence and 
real public interest in no way connect- 
ed with the manufacture, flotation, or 
sale of securities.” 

The organization would have four 
main purposes: 1. Representation for 
security holders. 2. Investigation of 
new issues. 3. Furtherance of legisla- 
tion. 4. General vigilance of the in- 
vestment field. 

This is a challenging book and de- 
serves thoughtful study. The nume- 
rous instances of loss by investors that 
Mr. Reis cites are mainly drawn from 
legislative investigations and court rec- 
ords, with supplementary investigations 
by the author who is a certified public 
accountant operating in the field this 
book covers. 

“False Security” is more than a re- 
telling of what happened. It is a 
warning to unwary investors. In read- 
ing the book, it must be kept in mind, 
however, that while the incidents are 
indeed exasperating, they were not typi- 
cal of all investment procedures before 
or after 1929. But the importance of 
this book is its role as a “caution” 


signal.—P. H. 
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Foreign 
\ trade zones 


(Cont. from p. 11) bankable collateral. 
The concern can then dispose of it on 
the most favorable market here or 
abroad. In this instance the free port 
is used to repatriate American-owned 
blocked exchanges through the medium 
of the consignment business in raw 
materials. 

One of the most attractive features 
of the zone is the opportunity it offers 
to perform the operations just described 
without costly and irksome dealings 
with the customs authorities at every 
turn. Concerns doing an export, re- 
export, and transshipment business en- 
joy greater freedom than previously, 
with consequent increased opportunity 
to develop and enlarge their business. 

Previous experience of free ports in 
foreign lands has shown that trade at 
these ports can be as much as quad- 
rupled in a few years. At the same 
time business is stimulated at the reg- 
ular customs ports. In the months 
since Foreign Trade Zone Number 
One opened on February first of this 
year, raw and manufactured goods 
from fourteen countries in all parts of 
the world have passed through our first 
free port. 

In a single recent week the variety 
of goods handled ranged from un- 
dressed leopard skins from Kenya, East 
Africa, to German dyestuffs and copra 
from the Netherlands East Indies. 
With the leopard skins came a con- 
sular certificate stating “These skins 
have not been caught in violation of the 
local game laws.” 

Denmark contributed a consignment 
of oil paintings—odd companions to be 
parked on a steamship pier between 
cases of Swiss watch parts and sacks 
of sago flour from the East. A recent 
shipment of stenciled fabric bases for 
tapestries, from Italy, illustrates both 
the transshipment and assembly func- 
tions of the foreign trade zone. 

The tapestry materials followed the 
long route from Italy to the Canary 
Islands by way of New York to save 
almost two months in transit. The 
only direct service between Italy and 
the islands off Africa is a single ship 
every three months. While the pat- 
terns lay in the Staten Island port, do- 
mestic woolen yarns were assembled 
with the shipment to be woven into 

tapestries in the Canaries. 





Installment 
\ credit 


(Cont. from page 8) the total amount 
of transactions made on an installment 
basis, the proportion paid down, and 
the outstandings both for the United 
States as a whole and by industries. 
Our work should also cover the type 
of goods sold on this basis, terms of 
sale, prevailing rates, geographical dif- 
ferences in the use of installment credit 
and agencies or institutions involved in 
the extension and collection of install- 
ment accounts. More important, in 
the long run, the Bureau of Foreign 
and Domestic Commerce will proceed 
with this work with the expectation of 
eventually setting up a current index 
which will indicate the position of in- 
stallment credit from month to month 
or from quarter to quarter. 

These are our plans; it is too early 
yet to present our methods. In the 
meantime, however, we need and solicit 
your counsel and advice. This work 
will be conducted in full cooperation 
with every business group or individual 
interested in this subject. Many of 
you have already submitted suggestions. 
I hope more of you will do so at your 
earliest convenience, either personally 
or collectively, through this publica- 
tion. As facts replace fancy and a more 
real understanding replaces apprehen- 
sion, the installment credit business can 
receive and share tangible benefits. 


Fair trade 
\) legislation 


Unlike the majority of state fair 
trade laws (only the Rhode Island and 
Virginia statutes deviate from the uni- 
formly adopted anti-price-cut divisions 
of the other statutes), the federal act 
does not directly provide against price- 
cutting. It does not prohibit the ad- 
vertising, offering for sale or selling be- 
low the prices stipulated in a valid in- 
terstate price agreement, an article in 
“Trade Regulations Review” says. 

Nevertheless the federal law covers 
to a certain extent price-cutting prohi- 
bitions in state law. The resale is gen- 
erally a transaction subject to the local 
law where it is made. It, therefore, 
comes under the ban of fair trade pro- 
hibitions even if the merchandise is pro- 
duced outside the fair trade state and as 
a consequence the resale contract is 
based on the federal law. 





Though fair trade prohibitions refer 
expressly to the cutting of prices es- 
tablished in contracts entered pursuant 
to this (i.e. the state) law their scope 
covers as well, interstate contracts 
which must be considered as being 
entered pursuant both to the federal 
and the state Law. As a consequence, 
manufacturers may sue price-cutters in 
every fair trade territory where their 
stipulated prices are undersold. The 
situation is different, if the resale itself 
is an interstate transaction, e.g. if a 
commodity is resold across state border 
lines. 

It is at least doubtful if wholesalers 
and mail order houses doing business 
with out-of-state customers are subject 
to the anti-price cutting provisions of 
the fair trade acts. Their interstate re- 
sale transactions are under federal jur- 
isdiction and must probably be con- 
sidered as being beyond the reach of the 
fair trade statutes. Though the federal 
law allows resale price contracts with 
such interstate resellers, pursuant to 
the law of their residence, it does not 
force them under the price rule, if 
they refuse to sign contracts. 

It must be further kept in mind, that 
as a consequence of the merely local 
effect of the state laws, contract prices 
set in one state do not bind distributors 
in other states. Thus, manufacturers 
in order to eliminate price-cutting in 
all fair trade states have to enter into 
resale price agreements with at least 
one distributor in each territory. 


Government contracts 


Minimum-wage rates of 3214 to 
67% cents per hour for employees en- 
gaged on Government contracts were 
established in seven industries by the 
Secretary of Labor in July 1937 under 
powers granted by the Walsh-Healey 
Act. In onlv one case—the production 
of men’s underwear—was a geograph- 
ical differential introduced. For this in- 
dustry employees in specified Southern 
states might receive a minimum hourly 
rate of 32.5 cents instead of the 35 
cents established elsewhere. 

The other industries covered are 
men’s neckwear, hats and caps, rain- 
coats, cotton garments, seamless hosi- 
ery, and work gloves. Six of the seven 
determinations permit special rates be- 
low the industry minima for learners, 
handicapped or superannuated work- 
ers, or a combination of these classes. 
The 40-hour workweek is the maxi- 
mum under all seven decisions. 
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The need for reducing maximum 
myo on major electrical appli- 
lances and for finding a better 
method of quoting carrying charges 
to consumers are two phases of in- 
stallment selling giving serious concern 
to credit managers, according to the 
Year Book of the Credit Management 
Division of the National Retail Dry 
Goods Association, prepared by J. An- 
ton Hagios, director of the bureau. 
Credit men generally, reports in the 





year book indicate, are not disturbed © 


about the expansion of general install- 
ment volume, contending that the 
sharp percentage increases in install- 
ment sales are counter-balanced large- 
ly by the fact that they are still a rel- 
atively small part of total store vol- 
ume. 

The book illustrates the liberal in- 
stallment terms in a tabulation of typi- 
cal 1936 terms and their range. The 
table shows that prevailing terms on 
mechanical refrigerators were thirty- 
six months to pay, with no down pay- 
ment, with a conservative extreme of 
twelve months to pay and 20 per cent 
down and a liberal extreme of sixty 
months to pay and nothing down. 

The possibility of Federal Trade 
Commission complaints being issued, 
challenging methods used by retailers 
in stating carrying charges, is discussed 
and consideration is given to the policy 
of stating no carrying charges as such, 
but merely a “time payment price.” 

The tendency in the department 
store field to offer “soft goods” or per- 
ishable merchandise on installments is 
not as dangerous as viewed in some 
quarters, it is indicated by the first 
published figures on the results of this 
trend. On the basis of data from a 
relatively small group of stores, the 
book finds soft goods installment vol- 
ume increased 46.39 per cent in 1936 
over 1935, but, despite this increase, 
the soft goods total represented only 
4.51 per cent of total net volume of 
the average store reporting for 1935 
and 5.44 per cent in 1936. Average 
annual soft goods installment purchases 
per customer in 1936 were reported at 
$31.33, a sharp drop from the $79.31 
average for regular deferred payment 
accounts. 





Retail installment trends 


Bad debt losses on soft goods were 
considerably higher than on deferred 
accounts. Soft goods losses were 1.37 
per cent of sales in 1935 and 1.16 per 
cent in 1936; while those for regular 
deferred accounts were .94 per cent in 
1935 and .79 per cent in 1936. Prev- 
alence of poorer credit risks among 
soft goods customers was indicated by 
the fact that rejections of applications 
for accounts in this class were 8.97 
per cent in 1936 against 6.30 per cent 
for regular deferred payment accounts. 

“Despite these relatively less satis- 
factory results in connection with soft 
goods selling,” Mr. Hagios asserted, 
“department store credit men see no 
danger signal in them, because, first of 
all, the volume did not reach expecta- 
tions predicted for it, and, secondly, 
numerous sound-thinking credit man- 
agers have expressed a definite convic- 
tion that soft goods selling is probably 
a temporary phenomenon likely to pass 
out of existence within the next few 
years.” 

Discussing possible Federal Trade 
Commission action on carrying charges, 
the year book reveals that retail credit 
managers are considering evolving a 
new method of quoting the carrying 
charge. The point is made that the 
present rate of carrying charge is “fair 
and equitable” and that consumers 
realize it is a necessary and legitimate 
financial service charge. 

The trend of department store credit 
sales, as revealed in the year book by 
the credit department operating results 
study, showed a marked improvement 
in 1936 over 1935. The publication’s 
final tabulations show that the sales 
trend is higher. Collection percentage 
for all types of credit sales ranged 
from 45.32 per cent to a high of 52.77 
per cent, with an average of 48.5 per 
cent for the country on charge ac- 
counts. For deferred payment ac- 
counts, collections ranged from 16.65 
to a high of 20 per cent, with a na- 
tional average of 18.48 per cent. The 
average number of bills mailed annu- 
ally showed an increase of 8.01 per 
cent and the average number of new 
charge accounts increased 19.27 per 
cent, while new deferred payment ac- 
counts increased 30.52 per cent. 








CREDIT and FINANCIAL MANAGEMENT. ..... 96... .. . DECEMBER, 1937 






Mr. Buyer 


yy goes to town 
(Continued from page 23) 


There! Type that up and let’s see 
what it looks like. (Miss Ward 
leaves) 

S: If you'll pardon my saying so, 
Mr. Haynes, that sounds like a mighty 
good letter to me. The thing that ap- 
peals to me is you haven’t preached a 
sermon or said a word about statistics. 





We all know the old stuff about what 
2 per cent in fifteen days means in the 
way of interest on money, but I’m 
afraid we don’t always take the human 
side of the question into consideration. 
I can see now that I’m not dealing so 
much with a big corporation as I am 
with the individuals who make it up 
and when I broke the rules on discount 
I just made it a little tougher for you 
to do your job. It’s going to cost me 
some money but I’ve got to admit 
you've convinced me and I’m mighty 
glad I came down to see you. Guess 
I'll be leaving— 

H: Oh no you don’t, Mr. Sheets. 
You and I are going out to lunch and 
after that we’re going to see the game 
between the Yanks and the Tigers. It 
ought to be a great battle today and 
I haven’t seen a baseball game this 
year. You said you had all day, you 
know, so you can’t back out. (Rings 
for Miss Ward while both put on hats. 
Miss Ward enters) Miss Ward, Mr. 
Sheets and I are going out for the rest 
of the afternoon and if anyone asks 
for me just tell ’°em I joined the Sales 
Department for the day and am enter- 
taining a right good customer. 

(Haynes and Sheets leave arm in 
arm.) 
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The practice of law: 


A matter for public vigilance 


An editorial from the 
St. Louis Post-Dispatch 


bar associations are going to ab- 

surd lengths in their efforts to 

extend the meaning of the term 
“practice of law.” If they are suc- 
cessful, it means that a thousand ac- 
tivities now successfully and efficiently 
performed by clerks, accountants, 
credit: men and real estate salesmen 
will have to be turned over to lawyers, 
with consequent fees far in excess of 
the present cost of these services. 

Recently, in Missouri, several casu- 
alty insurance companies have been 
cited for contempt of court on the 
ground that their. adjusters, hired to 
settle claims against the companies 
because of the acts of policyholders, 
are actually practicing law without 
licenses. The business of settling 
claims is not necessarily one that re- 
quires the legal education and training 
of a lawyer. Similarly, collection 
agencies, in which most of the work is 
of routine nature and is done by clerks 
or leg-men, are held to be practicing 
law. 

The other day, in Judge Connor’s 
court, the local Bar Association’s com- 
mittee on unauthorized practice of 
law was permitted to intervene in an 
appeal filed by two lawyers for legal 
fees. These two lawyers had been 
employed by a trust company for help 
in settling an estate and claimed a fee 
of $40 Probate Judge Arnold ruled 
they entitled to only $150, on 
the score that much of the work they 
did was of routine nature and should 
have been done by the trust company’s 
regular staff. His words are well 
worth quoting: 

Trust companies which hold them- 
selves out to the public as preeminently 
qualified and equipped to administer 
estates in this court have no legal right 
to employ, at the expense of the estates, 
outside attorneys to perform services 
which they (the companies) are not 


* It appears to us that lawyers and 
w 


only competent to perform but which 
it is their legal duty to perform. That 
practice makes the estate pay double 
for the same services. 


The significance of the bar commit- 
tee’s intervention is that it hopes to 
obtain a reversal of Judge Arnold’s 
ruling; it hopes to make it a practice 
that the services of lawyers will be re- 
quired in the settlement of all estates, 
whether legal training and knowledge 
is called for or not. Of course, there 
are many duties in connection with the 
settlement of estates, like carrying 
papers to and from Probate Court, 
that are in the province of office boys 
and clerks; and, when legal opinion is 
necessary, the regular staff of trust 
companies is perfectly (Cont. on p. 31) 
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...and Fidelity Bonds 


Credit is composed roughly of the ability and willingness 


to pay. Willingness may continue unabated—but if one 


man’s ability to pay is-reduced by another’s ability to steal, 


credit is destroyed just as effectually as by losses in the 


regular course of business. 


The one redeeming feature about business dishonesty is 


that adequate safeguards have been developed for reimburs- 


ing the loser. One of the oldest companies in the field of 


fidelity bonding, which also happens to be the largest in 


premium volume, is the Fidelity and Deposit Company of 


Maryland...with 7500 agents covering every state in the 


Union. 


Fidelity and Surety Bonds 
Burglary, Robbery, 


Forgery and Glass Insurance 


FIDELITY AND DEPOSIT 
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subtraction 
Burroughs Adding Machine Com- 


pany announces an entirely new calcu- 
lator development — direct subtraction 
—now available on the Electric Du- 
plex Calculator. This outstanding 
machine not only accumulates a grand 
total of individual or group totals, 
making recapping unnecessary, but with 
the direct subtraction feature it is easy 
to deduct amounts directly from the 
grand total by merely touching a key. 

There is a wide variety of time- 
saving uses for this Burroughs Calcu- 
lator. In preparing invoices, extensions 
are automatically accumulated to pro- 
vide a total without re-adding, and 
discounts are deducted directly from 
the grand total without the use of 
complementary numbers. The machine 
also greatly simplifies such figuring 
jobs as payroll, inventory, requisitions, 
cost figuring, sales analysis, statistics, 
etc. 

This calculator innovation was 
shown at the 1937 National Business 
Show, October 18 to 23, in New York 
City. Many other styles of Burroughs 


Calculators, from five to fourteen 
columns capacity, for all types of busi- 
ness, were also displayed. 


Slide-operated 
ring binder 


After a quarter-century of spring- 
operated ring binders, the Stationers 
Loose Leaf Company has developed 
the first major improvement in this line 
in 25 years—the Faultless Slide-Oper- 
ating Ring Binder, which eliminates 
or reduces the deficiencies and irrita- 
tions of the old type binder. 

The opening and closing device of 
the “S-O” is a revelation. With its 
Pull-Push action, a gentle pull of the 
lever slides the rings apart. The rings 
open like the parting of a curtain, 
rather than the snap of the old style 
binder. Sheets do not jump off rings, 
even if the binder is filled to capacity. 
Closing the binder is as simple as open- 
ing—an easy push on the lever and the 
rings glide together. When the lever 
is given the final thrust, tension is cre- 
ated which locks the rings securely. It 
is not necessary to touch the rings at 
all—therefore, no pinched fingers. 

There is no jamming and tearing of 
sheets at the base of the rings in the 
“S-O” binder. Stationers Loose Leaf 
Company has developed the new Sheet 
Lifter by which the sheets are lifted, 
instead of pushed, over the rings. Each 
time the covers are closed, the sheets 
are carried freely over the rings by the 
cradle-like action of the Lifter. The 
sheets cannot jam or catch at the base 
of the rings, thus reducing wear on 
sheet punching and prolonging the life 
of the sheets. 

The Faultless “S-O” Ring Binder 
has many more distinctive advantages 
—each one an improvement over the 
old style binder. It has a counter-sunk 
label holder which makes identification 
easy—a point to be remembered in of- 
fices where large numbers of binders are 
used. When the rings open, they open 
wide—for easy insertion and removal of 
sheets. And when they close — they 
stay that way—they cannot spring or 
work open. The flat back of the “S-O” 
allows the binder to lie perfectly flat 
on a desk—no roll or sway, no distorted 
writing. 

The Slide-Operating Ring Binder is 
available in popular sizes, styles and 
bindings. It is manufactured by the 
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Stationers Loose Leaf Company, 52+ 
North Broadway, Milwaukee Wis- 
consin. 


Government in 


4, economic life 


As a satisfactory means of self-regu- 
lation, free competition has become less 
and less effective. Even today, with 
all the opposition to further govern- 
ment regulation, many business execu- 
tives favor legislation which will pro- 
tect them from the competition of the 
so-called “chiseler.” Under present 
conditions, the government is fre- 
quently compelled to protect the rights 
of the chiseler even though some of his 
practices may be highly vicious, Assis- 
tant Secretary of Commerce Ernest 
Draper said recently. 

Wage and hour legislation, trade 
practice agreements sanctioned by law, 
as well as child labor laws, will aid 
materially in abolishing some of the 
practices which harass those who are 
subjected to unrestrained competition. 

Is action of this kind inconsistent 
with democratic ideals? To the far- 
sighted observer, I believe it will ap- 
pear as essential rather than inconsis- 
tent—essential because if we wish to 
maintain discipline, economic freedom 
and equality, we must have restraint 
of this kind imposed upon those who 
take advantage of any loop hole in the 
law, regardless of consequences to 
society. 

Every government is obliged to in- 
tervene in economic life. History does 
not give us any example of any nation 
of modern or ancient times which has 
permitted complete economic freedom, 
As long as the regulations which are 
established are designed to promote an 
orderly economic life and improve the 
satisfaction of human needs, democ. 
racy has nothing to fear. 


1938: Credit Interchange Year 


Ontario minimum wage 


The Ontario Minimum Wage Act 
of 1937 covers both male and female 
workers except farm workers and do- 
mestic servants. The Industry and 
Labor Board of the Ontario Depart- 
ment of Labor is charged with the 
administration of the act. 
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Inflation 


\ and credit 


(Cont. from page 10) of credit. How- 
ever, they were unsuccessful in their en- 
deavors. The credit terms became by 
custom part and parcel of trade. More- 
over, retailers did not have sufficient 
resources to pay cash for their orders. 
The greatest part of the domestic busi- 
ness in France is transacted by trade 
acceptances and as long as the banks 
were willing to discount such accep- 
tances at reasonable charges there was 
no necessity of changing the mode of 
doing business. 


As inflation progressed the manage- 
ment resorted to protective clauses in 
their contracts such as (1) gold clause, 
(2) foreign stable currency clause, (3) 
index of wholesale prices clause. These 
clauses, however, were of doubtful 
legal standing and the management did 
not try to enforce them in courts of 
law. The powerful French trade as- 
sociations enforced them by blacklist- 
ing buyers repudiating the protective 
clause. 

In Germany industry and wholesale 
business adopted the practice of deliv- 
ering goods against foreign currencies. 
The retailers, however, were compelled 
by law to sell for paper marks and con- 
sequently were exchanging these marks 
for foreign exchange several times dur- 
ing the day. 

(d) The surplus funds may be pro- 
tected by purchasing (1) gold, (2) 
foreign exchange, (3) bonds payable 
in foreign currencies, (4) foreign 
stocks, (5) domestic stocks, (6) real 
estate, (7) additional inventories, (8) 
expanding plant capacity and (9) im- 
proving plant. 

I will not go into the merits of the 
first six hedges as they do not apply 
exclusively to business enterprises. The 
purchase of gold, of foreign exchange, 
and foreign securities could and would 
probably be prohibited by the govern- 
ment in case of a great inflationary 
movement. Investment in domestic 
stocks is a partial protection provided 
that you select companies, the manage- 
ments of which know how to protect 
their assets. Real estate is a good hedge 
only to the extent of purchasing a home 
for own occupancy. During an infla- 
tionary period the government usually 
passes laws protecting the tenants 
against rent increases and moreover 
upon stabilization real estate usually 
carries the heaviest burden of taxation. 


Buying additional inventories is not 


always advisable, at least not for all 
businesses. During the French infla- 
tion prices did not rise steadily nor 
uniformly ; there were months in which 
the prices receded and seasonal varia- 
tions in prices were quite pronounced. 

Expansion of plant: The manage- 
ment must be able to resist the tempta- 
tion to start plant expansion each time 
fear psychology brings out an avalanche 
of new buying in order to get rid of 
money. Upon stabilization the man- 
agement finds that the resources are 
tied up in additional productive capac- 
ity while orders are falling off. 





We are pleased 
to note that the 


Marketing Research Division of the 
Department of Commerce recently re- 
printed from our August issue the two 
articles on taxes. These were released 
nation-wide as part of the Marketing 
Research Division's program of sending 
out worthwhile material to business 
firms and publications on its list. 





Improvement of plant: ‘The man- 
agement ought to modernize the plant 
thoroughly and put it in efficient shape. 
Upon stabilization the market changes 
rapidly from a seller’s to a buyer’s mar- 
ket and the efficiently working plant 
is able to compete successfully for busi- 
ness. The lesson taught by the 1921- 
26 French inflation was that enterprises 
which invested in additional inventor- 
ies fared better than companies which 
increased the productive capacity of 
the plant, while companies that im- 
proved their plant came out best. 

In conclusion, I wish to say that the 
effect of inflation upon business depends 
upon the type and extent of inflation 
itself and upon the ability of the man- 
agement to perceive in time and solve 
the problem inflation raises. 


Taxes 


The opinion is being expressed in 
Washington that the action of Con- 
gress during this session, particularly 
with regard to such matters as the 
TAX LAW, may be considerably in- 
fluenced by recent events in the field of 
business and investments. In other 
words, many hope that the adverse ef- 
fects which might have resulted from 
the calling of the special session may be 
offset by constructive Congressional 
activities which may take place during 
the session. 


The 

Office Boy 
hears more 
than you do 





"HE boss is making an awful mistake, 

Johnny. He keeps complaining about 
how busy he is—and he climbs out of ap- 
pointments he ought to keep. And honest, 
kid, it isn’t necessary at all. 

“Over there at Robinson & Robinson I 
didn’t work half as hard as I’m working now. 
Hardly ever got stuck at night—and I was a 
big help to young Mr. Robinson, too. I had 
time to be his assistant. He always used an 
Ediphone. If an idea occurred to him about 
something he wanted to do next week, he’d 
tell it to his Ediphone and I'd remind him 
when the time came. He answered most of 
his mail with one reading—he’d read the let- 
ter and voice-write his answer right away — 
just as easy as using his telephone. 

“Honest, I wish the boss would get wise to 
himself. There’s no sense in making the old 
brain tackle a detail three times when it can 
be handled once on an Ediphone. Goodness 
knows that ’'m no worshipper of the Ma- 
chine Age, but I don’t get any fun chewing 
the end of my pencil during the day and 
then hustling around like mad at five o’clock. 
I think ll talk to the boss about Ediphone. 
There’s no reason why he shouldn’t start to 
get something out of it right away.” 

“ “ “ 

An Ediphone permits you to handle instruc- 
tions, memos, inquiries, letters, reminder- 
dates instantly...increases your personal 
business capacity 20% to 50%. Use it for 
every activity where “your voice points the 
way.” Investigate! Telephone the Ediphone, 
your city, or write Dept. C107, Thomas A. 
Edison, Inc., West Orange, New Jersey. 


SAY IT TO THE 


Ediphone 


EDISONEVOICEWRITER 
PREFERENCE FOR EDIPHONE PERSISTS 
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UNLAWFUL PRACTICE OF LAW— 
RICHMOND ASSOCIATION OF 
CREDIT MEN HELD TO BE EN- 
GAGED IN THE UNAUTHORIZED 
PRACTICE OF LAW—WHEN SUCH 
PRACTICE INCLUDES HANDLING 
OF CLAIMS IN BANKRUPTCY, THE 
STATE COURT CAN INQUIRE INTO 
THE ACTIONS OF THE ASSOCIA- 
TION AND ASCERTAIN WHETHER 
THE CONTACT IS CONTRARY TO 
PUBLIC POLICY, AND DECLARE IT 
ILLEGAL. Richmond Association of 
Credit Men vs. The Bar Association of 
the City of Richmond, et al—Supreme 
Court of Appeals of the State of Vir- 
ginia, January 14, 1937. 

This was a suit in equity wherein the 
Bar Association of the City of Richmond 
and others asked for a declaratory judg- 
ment that the Richmond Association of 
Credit Men, Inc., is engaged in the un- 
authorized practice of law. From a de- 
cree holding that it was so engaged, the 
Credit Association appealed. The lower 
court’s decision was affirmed. 

The Richmond Association of Credit Men 
is a non-stock corporation and_ includes 
among its members some of the leading 
business men and firms of the City of Rich- 
mond who expressly stipulated that none of 
them desired to violate the law, and all 
wished a declaration from the court in- 
structing them what the law is. The Asso- 
ciation, as a part of its business, legally 
engages in the collection of commercial, 
liquidated accounts which it solicits from 








both its members and others. It first under- 
takes to collect the claim by its own efforts, 
either through personal calls of an agent, 
or by letters. In case tie debtor pays the 
claim, the Association deducts for its serv- 
ices a percentage of the amount collected, 
fixed at the rate adopted by the Commercial 
Law League of America. There is no con- 
tention that such collections constitute the 
unauthorized practice of law, and hence 
these transactions may be dismissed without 
further consideration. 

When the collection of the claim is first 
undertaken, it is understood that if the 
Association is unable to collect without 
suit, it is authorized by the creditor to 
employ an attorney for the creditor to 
bring suit on it in the creditor’s name. 
If the debtor fails to pay upon demand 
of the Association, the latter so notifies the 
creditor and obtains from him express 
authority to select and employ a lawyer to 
collect the claim. The Credit Association 
then selects a lawyer for such purpose and, 
without necessarily disclosing his name to 
the creditor, forwards to the lawyer the 
claim attached to a form letter which, 
while on its face telling the lawyer that 
the association is sending the claim to him 
as agent for the creditor, also tells him 
that he has been selected not by his sup- 
posed client, the creditor, but by the Asso- 
ciation; that he is to be governed not by 
any agreement between him and his client, 
but by the following rates and conditions 
prescribed by the Credit Association; that 
his charges have been fixed in advance in 
accordance with a schedule from which 
he may not deviate; that the schedule of 
rates are net to him; that the retention 
of the claim will signify his acceptance of 
the terms of the Association, and if these 
are not satisfactory that the claim should 
be returned; that failure to acknowledge 
receipt of the claim or to answer letters 
or to follow instructions, will constitute a 
breach of the contract and give the Asso- 
ciation the right to withdraw the claim. 

In acknowledging receipt of the claim, 
the lawyer agrees with the Association, on 
the form prescribed by it, to handle the 
claim on the rates and conditions set forth 
in the forwarding schedule, unless other 
arrangements are subsequently agreed to 
by the Association. The other agreed facts 
showed that the lawyer was to have no 
contact with his supposed client, for all 
correspondence regarding the claim passed 
from the lawyer to the Association, and 
thence to the creditor, and remittance for 
collections were made in the same manner. 

The lawyer is advised that the Credit 
Association is also making a charge to the 
creditor for the lawyer’s services in making 
the collection. 

Where collections are handled through 
lawyers, the only compensation received by 
the Association, is a percentage of the 
amount collected by the lawyer, which 
percentage is the same whether suit is 
necessary or not. If the collection is 
with suit, the lawyer receives an additional 
sum called a “suit fee,” no part of which 
is shared by the Association. 

In most cases, there is no direct con- 





tact with or correspondence between the 
lawyer and creditor. All letters written 
by the lawyer in regard to the claim, and 
all legal opinions with reference thereto, 
are sent by him to the Credit Association, 
and by it transmitted to the creditor. Like- 
wise all communications from the creditor 
are sent to the Association and by it trans- 
mitted to the lawyer. 

The Association did not claim that it 
was licensed to practice law. It con- 
ceded that it could not, and it further 
conceded that a lay agency, having on 
its payroll, lawyers who performed legal 
services for its customers for compensa- 
tion paid into the treasury of the agency, 
is engaged in the unauthorized practice of 
law. But it contended that it was not 
engaged in the practice of law either di- 
rectly or indirectly; that it merely acted 
as an intermediary in bringing together 
the creditor and the lawyer, and that in 
performing the collection services, the 
lawyer was acting for the creditor and not 
for the Association. The Association fur- 
ther contended that the courts had no pow- 
er to reach the unauthorized practice of 
law in the absence of a legislative defini- 
tion of the term. 

On the latter contention, the court said 
that certain well-settled principles should 
be borne in mind, namely, that practice of 
law is not a business open to all, but a 
personal right limited to a few persons of 
good moral character with special quali- 
fications ascertained and certified after a 
long course of study and a thorough ex- 
amination, and that the relation of attorney 
and client involves the highest course of 
confidence and cannot be delegated with- 
out consent and cannot exist between an 
attorney employed by a corporation to 
practice law for it and a client of the 
corporation, and that the courts have the 
inherent power, apart from statute, to in- 
quire into the conduct of any person, 
whether an individual, a lay agency, or a 
corporation, to determine whether he or 
it is usurping the functions of an officer of 
the court and illegally engaging in the 
practice of law, and to put an end to such 
unauthorized practice where found to exist. 

Therefore, the court said it is of no 
moment that the Section of the Virginia 
Code which prohibits the practice of law 
by an unlicensed person, does not define 
“the practice of law.” That phrase has long 
had a sufficiently definite meaning through- 
out the country to be given a place in both 
constitutional and statutory law without 
further definition. 

The court went on to hold that under 
the facts as above outlined, the Credit 
Association was engaged in the unlawful 
practice of law. The court said that the 
Association employs and has the right to 
discharge a lawyer, supervises and con- 
trols his conduct, gives orders to and re- 
ceives reports from him, fixes his com- 
pensation and is the real master in the 
situation. It is equally clear that the total 
compensation paid by the creditor for the 
lawyer’s services, is shared by him and 
the Association, for the latter receives a 
commission when the lawyer is successful 
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and is paid nothing if he fails. The court 
said that it may be technically true that 
the Association acts as the agent for the 
creditor in creating the relationship of at- 
torney and client between the lawyer and 
creditor, but the real and complete auth- 
ority, the control and direction over the 
lawyer, is lodged in the Association and 
not in the so-called client with whoin the 
lawyer has no direct contact. The court 
held that the mere creation of the tech- 
nical relation of attorney and client be- 
tween the lawyer and the customer of the 
Association, is not controlling where the 
latter in fact directs and controls the serv- 
ices of the lawyer, and that by assuming 
and maintaining such control, the Asso- 
ciation has absorbed and destroyed the re- 
lation of direct personal confidence and 
responsibility which ought to exist between 
attorney and client. In this connection, 
the court cited the 35th Canon of Ethics 
of the American Bar Association, and the 
Virginia State Bar Association, providing 
that the personal services of a lawyer 
should not be controlled or exploited by 
any lay agency, person or corporation, 
which intervenes between the client and 
the lawyer. The court also cited with 
approval, in Re Shoe Manufacturers Pro- 
tective Association (Mass.) 3 N. E. 2nd, 
746, decided September 11, 1936. 


The court went a step further than the 
lower court and held that the practice of 
the Association in its solicitation of claims 
in bankruptcy, was also contrary to public 
policy and illegal. In this respect, the court 
said that it appeared that the creditor 
filled out and delivered to the Association, 
a proof of claim in which the latter was 
empowered to represent the said creditor 
in all matters relating to the claim in and 
out of court and in the collection thereof; 
that such proof of claim was then delivered 
by the Association to an attorney who ap- 
peared in the proceeding as counsel for 
the creditor; that the lawyer deducted his 
charges from the amount collected and re- 
mitted the balance to the Association, which 
in turn deducted its charges and remitted 
to the creditor. The lower court had held 
that since Congress has exclusive jurisdic- 
tion over cases in bankruptcy, any inter- 
ference by a State Court in this connec- 
tion was unauthorized and it declined to 
take jurisdiction of this phase of the case. 
The Bar Association filed a cross appeal 
from this determination and the Court of 
Appeals reversed the lower court on this 
point. It said that none of the activities 
of the Credit Association, such as the solici- 
tation of the claims, the selection and em- 
ployment of the lawyer, supervision and 
control of his conduct and the fixing and 
sharing in his compensation, took place 
in the Federal Court; that it was just 
as much against public policy for a cor- 
poration to be engaged in the business of 
furnishing the legal services of lawyers in 
the Federal Courts in the State of Virginia 
as to do the same thing in the State Courts. 


Therefore, the court held that it had 
jurisdiction te inquire into the conduct of 
the particular attorneys who are employed 
by the Association to handle these claims 
in bankruptcy and that it also had jurisdic- 
tion to inquire into the actions of a Credit 
Association incorporated under the laws of 
Virginia. 


The court concluded that the trial court 
had erred in declining to take jurisdiction 
of the methods of the Association in han- 
dling its collections in bankruptcy, and 
that said acts also constituted the un- 
authorized practice of law. 


The practice 


y of law 


(Cont. from page 27) qualified to give 
it. In only exceptional cases is the em- 
ployment of outside attorneys justified 
or called for. 

In an effort to find out just where 
the practice of law begins and where 
it ends, the casualty insurance com- 
panies have filed a suit for declaratory 
judgment, described in an article from 
the Journal of American Insurance, 
published on this page last Wednes- 


day. 


In connection with the case, the 
chief counsel for the insurance com- 
panies has filed a document showing 
that 30 leading trade associations and 
business organizations, “a mere frac- 
tion of the national total, employ al- 
most 4,000,000 laymen in performing 
acts that the Missouri attorneys seek 
to have declared the practice of law. 
. . . They concern such diverse types 
of business men as accountants, credit 
men, transportation rate experts, real- 
tors, insurance agents, department 
store claim adjusters, newspaper and 
magazine advertising salesmen, bank 
officers, and even such enormous 
groups as the agents who would be 
considered to be drawing contracts in 
filling out tickets on railway, bus, 
steamship and air lines.” 

This, of course is reductio ad ab- 
surdum. We do not suppose that, in 
their wildest dreams, the bar associa- 
tions look forward to the day when 
the agent selling a ticket to Podunk 
will have to have the contract approved 
by a lawyer. 

But there are many fields of activity 
in between where they may succeed in 
displacing or supplementing laymen 
who are doing work for which the lat- 
ter are perfectly qualified. And an 
added danger lies in the fact that those 
who pass on lawyers’ pleas for en- 
largement of the term “practice of 
law” are themselves lawyers and have 
a natural professional bias. 

Let the public be on guard against 
this effort to introduce a system of 
monopoly dominated by lawyers into 
many of the simplest transactions. If 
it succeeds, the public will pay and pay 
plenty not only in money, but in end- 
less red tape, inconvenience and ineffi- 
ciency. 


“This Book Showed 
Us How To Reduce 


Cut Your Credit Costs 
With Age Analysis 
of Charge Accounts 
FREE BOOK TELLS HOW 


@ Here is the first serious attempt to explain 
how to interpret and fully utilize the data re- 
vealed by age analysis in practical credit manage- 
ment. Few retailers, even among those who now 
age their accounts, realize the many money-sav- 
ing uses which may be made of such an analysis. 
In this new book, the well-known authority on 
credit practices, Dr. Clyde W. Phelps of the Uni- 
versity of Chattanooga, tells just how you can 
cut your credit costs by applying the information 
revealed by a study of your accounts receivable. 

Do you know, for instance, the relation of 
slowness of accounts to bad debt losses, to extra 
bookkeeping and collection costs, to extra inter- 
est costs? What is the proportion of frozen assets 
in your accounts receivable? How can you take 
greater advantage of cash discounts? How do 
slow accounts affect your capital turnover and 
profit? How can you measure the actual cost of 
carrying slow accounts? All these questions are 
answered in this new book which you may ob- 
tain without cost. 

Other chapters discuss the use of age analysis 
in control and in collection work. Finally, there 
is a chapter showing just how to age charge 
accounts. This completely describes the aging 
procedure and tells how to continue the aging on 


a monthly basis so that you can get maximum 
benefits from the practice. : 


Write for Free Copy 


Household Finance Corporation 
has published this book to pro- 
mote better credit methods. A 
copy will be sent to any retailer or 
creditmanager withoutobligation. 
Mail thecoupon for your copy now. 


HOUSEHOLD FINANCE 


CORPORATION and Subsidiaries 


“Doctor of Family Finances” 


+. one of America’s leading family finance 
organizations, with 228 branches in 148 cities 


HOUSEHOLD FINANCE CORPORATION 

Dept. CFM-12, 919 N. Michigan Ave., Chicago, Ill. 
Please mail me free copy of “Age Analysis of Charge 
Accounts.’’ This request places me under no obligation. 


pM ie eee 
oS Se aes 


When writing to advertisers please mention Credit © Financial Management 


31 




































































































































































































































































































digest 





Limited insurance 
policies 


Policyholders at times are surprised 
and disappointed when the occurrence 
of a loss discloses that their policies do 
not insure them against it, ““The New 
York Journal of Commerce’’ observes. 

The first impulse may be to declare 
that the insurance company has issued 
a policy with a joker in it, intended to 
deceive the unwary. Occasionally this 
is true. Usually it is not. In most 
instances the disappointment is due to 
the assured’s failure to read his policy 
carefully. 

The standard fire policy of New 
York is prescribed by the State. The 
Legislature might have made it cover 
a fire loss under any and all conditions, 
but it wisely refrained from doing so. 
By excluding certain hazards, it en- 
abled the insurance companies to sell 
at a reasonable cost policies which are 
satisfactory to most buyers of insur- 
ance, whereas the inclusion of these 
hazards would have raised the cost 
to the public considerably. The aver- 
age householder, for example, does not 
feel any pressing need of insurance 
against loss or damage “caused directly 
or indirectly by invasion, insurrection, 
riot, civil war or commotion, or mil- 


itary or usurped power,” nor does he 
desire to be charged for such insurance. 

Various kinds of accident insurance 
policies are offered. Some furnish 
very liberal coverage and an adequate 
premium necessarily is charged. Many 
persons do not feel that they can afford 
to pay such a premium, but do buy at 
very low cost policies which pay a 
small indemnity for injuries resulting 
from a limited number of causes. Au- 
tomobile owners are familiar with the 
price charged for a collision policy 
containing a “deductible” provision, 
and the much higher price for one pro- 
viding full coverage. 

The practical problem confronting 
insurance companies is to offer to the 
public insurance which meets the needs 
of the majority of its members fairly 
well at a price which they are willing 
to pay. Those desiring protection 
against additional hazards can procure 
it by paying the required premium, but 
this extra charge is not imposed upon 
those who do not believe they need 
this protection or prefer to forego it 
rather than pay for it. 


R. F. C.— insurance loans 
Of the $125,000,000 which the in- 


surance companies borrowed from the 
government during the emergency of 
the depression there still remains un- 
paid a little more than $32,000,000. 
Insurance companies borrowed $89,- 
675.416 of this amount under Section 
5 of the law which provided for loans 
to industry, a summary of R.F.C. ac- 
tivities up to August 31 reveals. An- 
other $34,275,000 was borrowed on 
the preferred stock of the companies, 
while the R.F.C. advanced $100,000 
in the purchase of preferred stock. 

The money loaned to the companies 
under Section 5 has nearly all been 
repaid, it was said, repayments up to 
August 31 amounting to $86,049,040. 
Of the funds advanced by preferred 
stock loans, however, only $6,568,699 
has been repaid. 


Auto deaths rising 


According to a recently published 
report of the National Safetv Coun- 
cil the automobile death toll in the 
United States is still on the upward 
trend. The report reveals that auto- 
mobile fatalities during the first seven 
months of this year totaled 20.690 as 
compared with 18,120 for the like pe- 
riod of 1936 or an increase of approx- 
imately 12%. ‘The report covers for- 
tv-three states, eleven of which showed 
decreases and four no change. 
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Qualified to Analyze 


Your Insurance Needs 


Youcan avoid the disappoint- 
ment that results when a loss 
discloses that your insurance 
policy doesn’t cover it, by 
consulting a Northern Assur- 
ance agent beforehand. He 
will analyze your insurance 
needs carefully and design 
policy forms to cover both 
general and specific hazards. 


His efforts assure your com- 
pany complete insurance cov- 
erage at the lowest possible 
cost. 


There is a Northern Assur- 
ance agent in your city. If 
you will cali him he will be 
glad to demonstrate by means 
of an “Insurance Analysis” 
how he can accomplish these 
favorable results. 


This Northern agent wiil fur- 
ther protect you by placing 
your insurance in a company 
doing a worldwide insurance 
business for over 101 years. 


There is no charge for this 
“Insurance Analysis’ serv- 
ice. If you do not know the 
name and address of the 
Northern agent in your city, 
we willsupply it upon request. 


NORTHERN 


ASSURANCE CO., LTD. 
80 John St., New York 


San Francisco 
FIRE 
INSURANCE 
AND 
ALLIED 
LINES 


Ask anywhere in theYWorld what rep- 
utation the Northern_of London bears. 
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Before making a decision as to his 
insurance requirements, the banker 
yy should first determine and then 
analyze the hazards involved. 
This is accomplished by listing those 
to which he is exposed, regardless of 
their frequency or importance. Each 
hazard should be considered. The 
bank’s operations should be studied to 
see whether the hazard can be elimi- 
nated or minimized. If it cannot be 
eliminated, a decision should be made 
as to whether it is a risk the bank 
should carry or whether it is a risk 
which should be insured. 

In his consideration of this subject 
the banker may secure assistance from 
local, county, state and national bank- 
ers associations, chambers of commerce 
or other groups of which he may be a 
member. Banking publications, the 
insurance press and the press generally 
are also helpful in giving information 
about the hazards involved. Supervis- 
ing authorities, particularly the Federal 
Deposit Insurance Corporation, take a 
more or less active interest in the sub- 
ject. 

Finally, insurance agents, brokers 
and companies are coming more and 
more to make surveys of the insurance 
needs of customers, which surveys are 
most helpful. These surveys must ne- 
cessarily include uninsured as well as 
insured hazards. 

A comprehensive analysis would take 
up each hazard to which the banker is 
exposed. The hazards surveyed should 
be not only those conducted in the 
bank’s own name, but should include 
those conducted where the bank is in- 
terested as pledgee, bailee, trustee, cus- 
todian, agent or in any other capacity, 
and whether the bank is liable. The 
banker also has an interest in insurance 
carried by his customers. Mortgage 
and title insurance come readily to 
mind in this connection. 

Having subjected his operations to 
a searching analysis, the banker is ready 
to deal with insurance companies and 
he may well ask himself what he is 
entitled to receive from them for the 
premiums he pays. With the excep- 
tion of life, insurance contracts afford 
protection against contingencies which 
are not bound to happen. It is an 
acknowledged principle of insurance 
that the insured should act in all re- 


How bankers can insure with care 


spects as if uninsured, and the fact 
that he has insurance protection gives 
him no right to relax efforts toward 
avoiding, preventing or minimizing 
loss. It is well for him to remember 
that the basic theory of insurance is 
to protect against loss—not put a 
premium on loss. 

The banker, of course, has the right 
to expect prompt and willing indem- 


Hdressed 


10 


nification when the hazard insured 
against occurs. He also has the right 
to expect the insurance company to 
study his operations and give him the 
benefit of any suggestions it may have 
which will prevent or minimize loss. 
He has the right to expect the com- 
pany to review his risks periodically. 
He has the right to expect that the 
scope of his coverage (Cont. on p. 39) 





A 


Sy 
EXPERJENCE 


When you mastered the special technique of your own business, 
profession, or trade, you had met just the first requirement of busi- 
ness success. Sure of your tools, you turned to the everlasting— 
never to be mastered—fascinating problem of dealing with people. 


And today we know the experienced man agrees with us when 
we say that from people you obtain your business, with people 
you build a business, and upon people depends your security. 

Wherever financial responsibility exists—wherever positions 
of trust exist—there is but one way to bring certainty into the 
business uncertainty that must exist through dependence on the 
unknown equation — human nature itself. 


National Surety Fidelity and Blanket Bonds provide protection 
against the losses that no human judgment has been able to 


prevent otherwise. 


And National Surety representatives—themselves picked men 
—provide economical and efficient coverage for business from 
coast to coast, and National Surety burglary and forgery in- 
surance complete well-rounded protection against loss. 


NATIONAL SURETY CORPORATION 


VINCENT CULLEN, PRESIDENT 


Copyright National Surety Corporation, 1987 


New York 
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Another 


“HAND-OUT 


from 


Washington 


” 


It might, however, be 
called a ‘“‘Relief Pro- 
ject’’°—but of the non- 
governmental variety— 
for the N.A.C.M. Wash- 
ington Service Bureau 
offers relief when you 
need assistance in 
Washington about: 


1. your dealings with 
governmental agencies. 


2. reports on  con- 
struction projects, 
claims. 


3. procedure, infor- 
mation on legislation. 


When your problem 
could be simplified by 
personal contact with 
a governmental official 
—use this Association 
Bureau which exists to 
serve you. 


When your company 
has a Washington prob- 
lem write to the 


Washington 
Service 


Bureau 
C. F. BALDWIN, Manager 


Munsey Bldg. 
Washington, D. C. 


| Can commodities 


be controlled? 


The purchase of surplus stocks to 
prevent them from exerting pressure 
upon price has frequently been adopted 
as a method of indirect price fixing. 
Stocks may be purchased either from 
producers or in the open market or may 
be accumulated and withheld from the 
market as a result of a loan program. 
Some experiments have been a com- 
bination of both methods. Since the 
purchase of surplus stocks does not de- 
crease the total supply potentially avail- 
able in the market, it tends to have a 
less decisive effect than measures which 
deal with the regulation of imports or 
with the control of new supplies, Jules 
Backman declares in “The Southern 
Economic Journal.” 

Among the outstanding experiments 
in which stocks have been accumulated 
from the producer or in the open mar- 
ket are: The Federal Farm Board’s at- 
tempt to control the price of cotton and 
wheat, coffee valorization in Brazil, the 
rice control in Japan, and the current 
tin restriction. Experiments in which 
stocks have been accumulated primarily 
through purchases from producers in- 
clude sisal in Yucatan, and wheat in 
France. Experiments in which the 
purchase of the commodity in the open 
market was the main method of ac- 
cumulating the supply include cotton 
in Egypt, wheat in Hungary, and grain 
in Czechoslovakia. 

Most of these controls have resulted 
in failure. The outstanding failures 
were the Federal Farm Board’s experi- 
ment in cotton and wheat and certain 
coffee valorization in Brazil. Egypt’s 
cotton control also led to difficulties 
and had to be abandoned while the 
sisal control in Mexico resulted in a 
complete collapse of the industry. 

There are a number of difficulties 
which may arise to limit the success- 
ful operation of this method of con- 
trol. If the plan is successful in rais- 
ing the price, there will be a tendency 
for the quantity supplied to be increased 
and for the demand to be decreased. 
The incentive which a declining price 
gives to readjustment in supply and 
demand is lacking. The net result, as 
in the case of the Farm Board experi- 


ment, is that no curtailment in produc- 
tion takes place and larger stocks must 
be accumulated by the controlling 
agency. 

Whether the price rises or not, an 
important difficulty may be met in the 
buyers’ attitude towards new purchases 
of the commodity. The knowledge that 
huge stocks are being withheld from 
the market may cause the buyer to re- 
duce his demands in anticipation of 
lower prices. This caution tends to 
create a further maladjustment be- 
tween supply and demand. 

Another difficulty is that if the sup- 
ply is not fully controlled it will be 
impossible to maintain prices by with- 
holding the portion of the supply that 
falls within the scope of the control, 
because similar goods, in all probability, 
will be sold at lower prices by outside 
producers who are anxious to clear 
away surplus stocks. Since such con- 
trols are usually adopted at times when 
surplus stocks are accumulating (other- 
wise, it would be necessary to put them 
into effect), the danger of a breakdown 
in the structure through sales by out- 
side sources of supply is vitally impor- 
tant. 

The time factor is another considera- 
tion in all plans to withhold stocks 
from markets. Withholding stocks in- 
volves expense for storage and financ- 
ing. As time passes, these charges tend 
to accumulate with the result that it 
becomes necessary for the government 
to sell the stored goods at higher and 
higher prices if losses are to be avoided. 

Still another problem arises when 
the government tries to dispose of the 
accumulated stocks of goods. In the 
Egyptian cotton experiment the pro- 
ducers of cotton objected very strenu- 
ously when the government attempted 
to dispose of the cotton which it had on 
hand. 

If the price is low the outcries will 
be especially loud and it will be main- 
tained that the government is engaging 
in competition with its citizens. If the 
commodity is a farm product, the strong 
political position of the farmer may 
deter the government from carrying 
out its selling program. 
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Getting it 
wholesale 


Long before it became the title for 
a recent best-selling novel, “I Can Get 
It For You Wholesale” was oft-used. 
R. I. Elliott, writing in “Advertising 
and Selling” recently, points out that 
in recent years an organization which 
offers to sell an infinite variety of prod- 
ucts—all standard brands—at discounts 
of 10 to 60 per cent less than retail has 
mushroomed in various sections of the 
country. Employees’ associations, buy- 
ing clubs, discount houses, and ‘“‘whole- 
salers” now number in the thousands. 
Their literature may be found in the 
employees’ recreation rooms of any 
large company or government agency. 
The offices of some are carried in a 
hat. 

Since these outlets are put to no ex- 
pense for store rents, carrying of stock, 
salesmen or advertising, they can com- 
pete with authorized dealers at con- 
siderable advantage. They frequently 
provoke ill will toward branded prod- 
ucts and toward retailers among pur- 
chasers who have paid the established 
prices. 

Most of these organizations use per- 
sonal discount cards, which give a sense 
of privilege to their holders; some of 
them require a small membership fee. 
Most of the list quotations are unusual- 
ly high and the discounts correspond- 
ingly impressive. 

It is important that “wholesale” out- 
lets be watched. Wherever price-cut- 
ting and violation of ethics prevail, 
operators are likely to be forced into 
misrepresentation and illegality to keep 
going. Many of the products which 
they are now selling will be covered 
during the coming year by fair trade 
contracts, and these contracts along 
with dealer opposition should turn the 
tide against cut-price selling. Un- 
doubtedly in the near future fewer per- 
cent-off-listers will go a-hawking, “We 
can get it for you wholesale.” 


Even after we 
pay for it? 


The addition of some harmless in- 
gredient, too small in amount to be 
detected by chemical means, is the 
means by which some food manufac- 
turers identify their products, it was 
recently disclosed. If the occasion re- 
quires, the manufacturer can prove that 
the product is his by a spectroscopic 
test. 








THE CASE OF THE 
COSTLY COURTSHIP 


Two months after his mar- 
riage, No. 6-MF-29 ran into 
trouble—and the trouble traced 
to money spent in wooing and 
winning his wife. The trouble 
was, it wasn’t his money. It be- 
longed to the transportation 
company by which, for three 
years, he had been employed as 
cashier. His story was not un- 
usual: ‘‘I stole small amounts at 
first, thinking to replace them 
later out of my salary ... my 


shortage kept growing and 


reached a point where I couldn’t 


WHAT CAN EMPLOYERS DO ABOUT IT? 


We suggest two things: First, write for our book, “1,001 
Embezzlers”—revealing why, when and how employes 
turn dishonest—facts which have never been compiled 
and disclosed before. Second, ask your insurance agent or 
broker to show you our new, simplified Fidelity Bond 
forms. Clear, concise, free from technical terms, they are 
today’s most effective form of “honesty insurance.” 


(an actual case from our files) 


possibly take care of it.’ He took 
a total of $6,482.20. 

No. 6-MF-29 was not a crimi- 
nal type—embezzlers rarely are. 
The tragic story of embezzle- 
ment, as revealed by a recent 
analysis of 1,001 actual cases, is 
a story of normally honest men 
and women—tried and trusted 
employes—who weakened under 
pressure of sudden temptation or 
personal emergency, ‘‘borrowed’”’ 
from their employers, found 
themselves unable to repay, then 
continued to take more. 





Consult your Agent or Broker as you would your Doctor or Lawyer 


UNITED STATES FIDELITY 


& GUARANTY COMPANY 


WITH WHICH IS AFFILIATED 





Fidelity & Guaranty Fire Corporation 
NOME OFFICES: BALTIMORE 


Being Bonded is a Recognition of Merit—for a Fidelity 
Bond gives an employe a status, in regard to honesty and integrity, which 


can best be compared with a diploma or certificate in matters of technical 
training. The bond is a written guarantee of trustworthy character. 
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The business thermometer: 


Wholesalers’ sales and collections fell in October under last year's figures. 


Manufacturers’ sales were 3% better but collections showed a slight decline. 


Wholesalers 
ie dollar volume of wholesale 
V) 


trade declined 4 percent during 

October as compared with October 

1936 while the rate of collections 
on accounts receivable was somewhat 
lower than last year, according to re- 
ports from wholesalers cooperating in 
the monthly joint study of the Na- 
tional Association of Credit Men and 
the Bureau of Foreign and Domestic 
Commerce. 

Without adjustment for seasonal 
influences October, 1937, sales regis- 
tered a decrease of almost 7 percent 
from September of this year. The col- 
lection rate was slightly below the 
previous month. 

Only nine of the twenty-three trade 
groups shown in this report recorded 
sales increases over last October, the 
Automotive Supplies and Industrial 
Supplies trades showing the greatest 
gains with sales increases of 14 percent 
and 13 percent respectively. The sales 
of Groceries, Electrical Goods, and 
Lumber and Building Material deal- 
ers declined moderately while other 
decreases ranged down to the 23 per- 
cent loss shown for clothing and 
furnishings. 

Only three regions recorded sales 
increases over last October, the Moun- 
tain states leading with a gain of 7%4 
percent. Sales in the Pacific area were 
up about one percent while sales in 
the Middle Atlantic region were only 
fractionally ahead of last October. De- 


creases in the six remaining regions 
ranged from the one percent decline 
in New England to the 17 percent 
drop shown for the East South Cen- 
tral States. New England was the 
only region reporting a sales rise dur- 
ing October, 1937, compared with the 
previous month. 

The rate of collections on accounts 
receivable for all trades was somewhat 
lower than last October according to 
reports from 1,042 wholesalers, but 
was at practically the same level as 
September 1937. 

Eight of the 23 trade groups had a 
higher average collection percentage 
for October, 1937, than for October, 
1936. The greatest relative increase 
in collections from a year ago was 
registered by the Jewelry and Optical 
Goods trade. 


Manufacturers 


Manufacturers sales showed a 
= gain of slightly more than 3 per- 
Wu cent during October 1937, as com- 
pared with October 1936, while 
the rate of collections on accounts re- 
ceivable decreased, according to reports 
from manufacturers cooperating in the 
monthly joint study of the National 
Association of Credit Men and the 
Bureau of Foreign and Domestic Com- 
merce, Department of Commerce. 
Without adjustment for seasonal in- 
fluences, October, 1937, sales fell off 
about 5 percent from September, 1937, 


the rate of collections being fraction- 
ally lower than last month. 

Wide variation between industry 
groups was manifest in comparing Oc- 
tober, 1937, sales with October, 1936, 
the Rubber products and Machinery 
groups standing out with increases of 
29 percent and 26% percent, respec- 
tively. In all, 8 of the industry groups 
separately shown reported increases. 
The remaining six groups reported 
sales down from last October, ranging 
from a decrease of 4 percent recorded 
by the Iron and Steel Products in- 
dustry to a decrease of about 15 per- 
cent for Stone, Clay and Glass Prod- 
ucts industry. 

Percentages of collections on ac- 
counts receivable submitted by 529 
manufacturers for October, 1937, 
averaged somewhat less than October 
a year ago and were slightly below 
September of this year. During Octo- 
ber this year, the manufacturers report- 
ing collected 77 percent of their ac- 
counts receivables outstanding on the 
first of that month as compared with 
80.9 percent collected during October 
of last year and 77.9 percent during 
September, 1937. 

Only five of the 14 industry groups 
shown reported a higher average col- 
lection percentage for October, 1937, 
than for October, 1936. The greatest 
relative increase in collections between 
these periods was registered by the 
Stone, Clay and Glass Products Group. 

Detailed figures are presented in the 
following tables and charts: 
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WHOLESALERS’ sales and collections on accounts receivable 
October 1937 


Sales reported 
















Percent* of collections dur- 
ing month to accounts receiv- 
able at beginning of month 

















Number of 


Number of 
ms firms 


Oct. 1937 percent- 


Kind of business age change from: Thousands of dollars 





























re i 
——e os Be oe od Median percentage 
Oct. Sept. Oct. Oct. Sept. 
1936 1937 1937 1936 1937 Oct. 1937 | Oct.1936 |sept. 1937 

i og ec aeenionsvecsmewenen +13.6 +16.8 2,958 2,605 2,533 43 67.0 65.0 67.0 
Clothing and furnishings, except shoes................... —23.3 —38.6 1,670 2,178 2,722 10 41.0 45.2 37.8 
GN I IIS 6. o.oo acco niscccnacececwevies toe —19.9 —19.9 12,984 16,219 16,203 18 45.5 52.2 37.0 
DorUs BING GUUS GUMGEIOD. 5... 2... occ ccc ccc gcse seccies + 5.7 — 03 24,456 23,145 24,522 115 75.8 79.2 78.6 
TN ls Uh ca cccwn a heroes pe sien ee 8S 5 cle —17.9 —15.6 15,095 18,393 17,894 47 44.1 47.0 40.6 
re oy Ne I re es ial a sea a am widlens — 1.6 —10.1 14,958 15,197 16,633 156 63.2 73.4 69.5 
Farm products (consumer goods)...................-.0005 + 3.9 + 1.5 2,152 2,072 2,120 21 124.0 115.0 114.4 
Furniture and house furnishings......................... — 5.0 — 7.5 3,357 3,532 3,628 24 53.8 . k 
Groceries and foods, except farm products. ............... — 1.0 — 9.6 29,567 29,874 32,705 172 99.9 ? : 
ROG UN SOR OI, oon. ccc c ccc cece ccc cccceseeses +10.7 + 9.8 9,985 9,022 9,094 16 135.7 i : 
MUN II, 5s occ acc vvcccccecccccdsoeseues — 3.2 — 2.1 28,332 29,283 28,930 270 68.9 59.3 54.9 

eh a oe Sikh a nc phate eedie ie Kien — 6.4 — 2.5 19,101 20,405 19,590 118 53.0 55.0 48.5 

tetas sha sick a clahe Sues Mewera —11.5 — 8.2 1,257 1,420 1,369 21 65.3 58.2 66.8 

8 os cc wh’ vow shdwansnde secs +13.1 + 2.4 3,520 3,111 3,436 71 69.4 76.2 73.0 

Plumbing and heating supplies....................... + 2.5 —1.8 4,454 4,347 4,535 60 62.8 62.5 57.5 
DOWONET GING GUERORE BOOGIE. 6 6... owe cic ccc cccccvecees + 8.6 + 0.7 1,262 1,162 1,253 5 41.4 34.1 44.7 
aN ns os ass cnc c ces aseccanceeee — 6.1 — 3.1 178 296 287 il 46.0 51.0 41.0 
Lumber and building materials......................-... — 2.8 — 4.0 1,540 1,585 1,604 17 69.0 68.0 64.0 
Machinery, equipment and supplies, except electrical... .. — 9.9 —1.7 2,000 2,219 2,034 17 67.0 72.2 62.0 
ee ao oe ae tig ne CRC KMS Gemma ample ik —10.1 + 4.1 532 592 511 10 73.9 75.3 72.9 
I st 58. ot 2 ofa cis crus ano oO pe cre was CUA —T.o + 0.5 366 395 364 9 63.0 56.0 53.0 
nc oc os dacwreda wemescsecees wa + 3.2 + 7.3 4,363 4,226 4,066 37 72.0 76.0 70.0 
eg cle ee ee ee — 4.0 — 7.5 4,895 5,097 5,293 6 83.3 77.2 86.9 
NNN SON MOGI... 5.5... bscccbsccctsccnecsacece + 3.4 0.0 910 880 910 9 100.0 : J 
ERs 1h he ar et At oa gic ent oe weitiee —14.9 — 8.1 3,052 3,587 3,320 29 71.0 

rie Mh cn bh vean au okebubauee — 4.0 — 6.7 164,712 171,559 176,626 1,042 5 


7 


*These figures should not be related to sales figures for current month. They represent only ratio of collections during that month to accounts receivable at 
beginning of month. The wide differences existing between the percentages for various kinds of business are due principally to variations in terms of sales. 


**Related items in the hardware field are being shown separately and by totals. Information is now being collected and shown for distributors of industrial 
supplies. This heading also includes distributors of mill, mine and steam supplies. 


MANUFACTURERS sales and collections on accounts receivable 
October 1937 
















Percent* of collections dur- 
ing month to accounts receiv- 
able at beginning of month 
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Industry s ® Thousands of dollars E 
reporti age change from: re in , 
on) - col ileus Median percentages 
Oct. Oct. Sept. 
1936 
Food and kindred products, total..................+++.5. + 4.7 —11.9 32,122 30,671 36,451 | 94 117.0 } 
NS SEE eee ere +65 | +14.4 5,660 5,317 4,947 9 127.0 . 
Flour, cereals, and other grain mill products... ....... + 5.3 + 1.7 7,253 6,885 7,129 16 122.0 ’ 
NE ee liiigad Cathe sas odeenGsdias <dece<s cies +15.2 + 1.7 5,176 4,494 5,089 15 164.6 ; 
EE rer re + 0.4 —27.2 14,033 13,975 19,286 54 99.8 ; 
Textiles and their Sieg. ss 0c-e tales onleicg —14.6 —16.5 14,518 17,002 17,394 71 65.3 73.0 
Clothing, men's, except hats. eaenee NOs tne > sowee sna —16.2 —25.9 1,766 2,107 2,382 13 62.6 72.0 
Clothing, women’s, except millinery..... ............ +10.9 + 4.2 2,512 2,266 2,410 16 67.5 73.9 
eee. raha nb deioae ss sine Gs sv eke ses — 8.1 — 2.0 2,809 3,058 2,866 14 62.6 66.5 
es orcs onic sen bnssnccsausceanices — 5.8 — 6.3 2,486 2,640 2,652 30 61.0 65.9 
oar hate aletas cane X Ee een oe — 4.5 — 4.6 1,862 1,949 1,952 21 61.0 65.7 
Lumber, timber,andothermiscellaneousforest products — 9.7 —10.9 691 700 9 56.8 67.8 
Paper and allied products, total..................-...e00: + 2.2 + 7.9 10,772 10,540 9,982 56 83.9 84.0 
ee rrr — 2.2 + 1.2 3,323 3,398 3, ll 90.0 90.0 
or boxes and other paper products................ + 1.1 + 2.9 5,974 5,911 5,805 28 89.7 97.0 
: WIE. ovo ccccncsas ct secegeess Peiacvevierhbinteye +19.8 +65.4 1,475 1,231 892 17 38.0 41.3 
Printing, publishing and allied industries................ + 8.1 + 7.7 1,879 1,739 1,745 12 67.0 64.8 
Chemicals and alli soe s0s6- ove aecsee + 7.4 + 1.1 8,427 7,849 8,336 43 67.2 70.9 | 
Paints and varnishes............... 0.000.000 00005 i —6.2 | —11.2 | 1,923 2,050 | 2,166 18 58.0 57.0 
Pharmaceuticals and proprietary medicines..... . .. + 1.4 +39.2 1,726 1,702 1,240 13 90.9 86.0 
I Cac cu kenge ewessvstscetovccveccsees + 8.1 —1.2 33,099 30,619 33,491 10 74.0 78.2 
re ei. ccinvieecavceséar tes Soed +28.8 +10.2 2,518 1,955 2,285 7 87.1 85.5 
Leather and ge pootaste, eee Pee? Sweat — 4.5 —27.0 7,707 8,066 10,553 28 67.5 73.5 
ss nde cudmccecssccpel 20 + 0.7 —29.0 6,217 6,174 8,756 18 52.6 58.7 
Stone, clay and glass products.................... oe 20 —15.2 — 7.0 2,864 3,377 3,080 25 86.9 80.1 
Iron and steel and their products, total....... .... — 49 — 4.0 —11.6 33,236 34,603 37,592 48 86.5 83.0 
| RRR = a eS eee eee 9 —14.3 | —15.3 2,003 2,336 2,366 10 89.5 92.0 
Stoves, ranges and steam heating apparatus.......... 8 + 6.6 + 4.5 1,544 1,448 1,477 8 62.7 69.6 
Other iron and steel products................ Pact aes 32 — 3.7 —12.0 29,689 30,819 33,749 30 90.8 80.5 
Non-ferrous metals and their products............... bees 14 —14.4 —16.0 6,268 7,321 7,464 15 84.0 79.7 
Machinery, not including transportation equipment, total 45 +26.5 +10.2 33,167 26,227 30,108 44 73.6 79.2 
Electrical machinery, apparatus and supplies......... 16 +34.4 +15.6 24,969 18,581 21,605 19 80.0 87.6 
Other machinery: foundry products.................. 29 + 7.1 — 3.7 8,189 7,646 8,503 25 72.4 72.5 
Motor-vehicle PORE. 0.00 ccccicccscces sbeeehaskesuen andes ee 12 + 2.0 +11.6 4,371 4,285 3,915 12 94.6 95.8 
Miscellaneous industries... . Taha teh oa ee ae boven ee 36 —1.9 + 4.0 6,604 6,735 6,349 34 72.8 72.3 
cel odie Sar cbc geda dan easiel 572 3.3 — 5.4 | 200,038 | 193,629 | 211,397 529 77.1 80.9 





*These figures should not be related to sales figures for current month. They represent only ratio of collections during that month to accounts receivable at 
beginning of month. 
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WHOLESALERS’ sales and collections on accounts receivable 
by geographic regions, October, 1937 

















































(Co 
Percent* of collections dur- defi 
ttionsl b ing month to accounts receiv- e€ 
. . . “ener | Oct. 1937 percent- Number of | able at beginning of month arc 
Kind of business and region firms ase ch: from: Thousands of dollars firms - 
reporting ge change trom: reporting , 
sales collections Median percentage com 
Oct. Sept. Oct. Oct. Sept. ri 
1936 1937 1937 1936 1937 Oct. 1937 | Oct. 1936 \sept. 1937 su 
tho’ 
I Sora cet cb hicg eadntuisuse vee ssanagedacabe 66 —1.2 + 1.9 5,482 5,548 5,380 59 59.9 73.7 68.3 h 
Electrical goods. . . 17 —5.8 | —16.6 1,115 1,184 1,337 14 59.8 76.7 68.3 tha 
NS 55 nines ove vneeesiSansbaeene sei 6 —10.8 — 0.6 174 195 175 5 65.3 70.6 66.8 e 
Industrial supplies**... . eA ksadpeeksaeh es Ob Ete Tee 11 — 2.4 + 1.0 204 209 202 10 62.4 79.8 80.2 ar 
Plumbing and heating supplies....................... 5 + 0.8 + 6.0 249 247 235 — _ _ _ risk 
I ls ss ak pee unnbich 271 + 0.3 — 2.9 30,730 30,638 31,632 185 67.7 71.2 67.3 unt 
Shoes and other footwear.. 12 —28.7 —31.5 1,429 2,005 2,085 _ — _ — 
Drugs and drug sundries. . . 21 +17.4 + 9.6 5,858 4,989 5,345 20 74.9 76.5 78.5 unt 
SN ESS irige tin 45h 550s 6i seer assanne peacwos 15 —12.8 — 6.2 1,598 1,833 1,703 — — _— _ ; 
NS One on hp ys cnc te sy xed so eo ane sae 26 — 8.9 — 3.9 2,146 2,355 2,233 26 71.5 73.4 69.7 
Groceries and foods, except farm products. ......... 43 + 2.6 — 5.1 4,348 4,238 4,582 31 89.8 96.6 98.9 : 
Sa coun wees o045% 4a eon ees 24 — 3.1 + 8.8 2,293 2.365 2,107 20 49.6 49.6 49.3 ris 
EER eco nGrakn cosa nsieseesestaeeseus 6 + 3.8 — 4.3 244 235 255 6 69.8 72.2 69.4 
Industrial supplies...... se teunexake shai vee hess on 23 + 7.5 + 9.6 762 709 695 21 72.9 79.1 74.4 an 
Plumbing and heating supplies....................... 32 —3.0 | +3.5 1,365 1,407 1,319 16 63.7 49.6 55.7 
NE fog ooh las ac nt ene’ one nwincen ashen coke ones 12 + 4.4 —10.7 760 728 851 —_ — — — col 
Lumber and building materials...................... 7 —13.9 + 5.1 353 410 336 7 59.0 60.0 55.2 
eo er ee 17 +16.9 +32.0 1,742 1,490 1,320 — —_ ene a m«¢ 
eb cory ao suse ish iS aniew Sedouee soup 248 — 3.9 — 7.0 29,861 31,065 32,096 199 74.9 76.7 73.0 ha 
NNR 2 6505s 5 slow nas ssn pa eheasssuasies a + 7.4 +16.3 549 511 47 8 63.4 64.5 68.9 ra 
Drugs and drug sundries 24 + 5.2 — 1.6 3,673 3,492 3,732 17 85.0 88.0 90.0 
eS COR Nghe es ssc <kson ehcne seco eos oe ee he 10 —10.7 —14.1 1,455 1,630 1,693 4g 48.3 49.2 38.5 th 
Electrical goods......... ; ae aa oe ee 54 — 6.0 — 8.1 4,824 5,131 5,251 34 68.4 72.3 65.8 : 
Groceries and foods, except farm products............ 56 —3.3 —11.7 7,892 8,162 8,933 44 104.5 99.5 102.9 1S 
err 20 — 0.7 — 3.1 4,724 4,755 4,873 17 56.4 63.4 50.3 
Industrial supplies......... KEMeES ox skpeRen herr bebe Oe 14 +27.6 +11.5 957 750 858 12 75.0 85.4 84.4 
Plumbing and heating supplies... 7 + 4.2 —9.1 448 430 493 7 68.0 72.8 68.2 
DUN 264 sioder cs gun bs 0's REE aaa tees cae h eek 5 —15.7 + 4.2 344 408 330 5 76.8 77.0 80.7 
SG UNOUNE nos terssrccecesrsesccesen 15 Fa —0.1 1,543 1,660 1,544 15 71.5 75.0 70.0 
eR od day bopun naan ek 187 —10.2 —10.4 35,118 39,116 39,193 149 64.0 68.3 63.9 
Automotive supplies. .... Be vecun i Sails ae 12 +43.7 +60.8 825 574 513 10 68.4 65.4 62.4 
Clothing and furnishings, except shoes. . . 6 — 6.5 — 26 217 232 225 — _ as —~ 
Shoes and other footwear. . jaicmiseeneeen 7 —22.1 —20.6 8,155 10,468 10,274 — — oe — 
Drugs and drug sundries. 15 — 3.3 — aS 2,503 2,561 2,553 14 82.3 81.2 87.6 
Dry goods............ 7 —23.2 —20.6 4,740 6,095 5,967 5 43.4 46.3 35.0 
Electrical goods. ..... =e 19 + 6.7 —24.2 1,706 1,599 2,249 19 55.4 66.3 59.3 
Furniture and house furnishings..................... 8 — 8.4 i 1,502 1,639 1,565 6 45.4 50.8 48.6 
Groceries and foods, except farm products............ 39 — 5.6 —12.9 4,831 5,118 5,549 24 102.2 105.6 107.5 
General hardware..... ; na 13 —11.0 — 6.0 2,413 2,710 2,568 12 47.9 49.5 41.3 
Heavy hardware..... 5 +19.2 at 87 73 94 5 54.9 50.2 55.1 
Industrial supplies... . ; ll + 1.5 ae 395 389 410 4 78.7 75.4 73.0 
Plumbing and heating supplies....................... 12 +39 | — 7.1 553 532 595 12 58.6 59.3 57.2 
South Atlantic................ 172 — 3.8 eS 14,711 15,133 16,208 132 66.9 69.4 68.2 
UD RIN CUMOTOROUWERE,. <...... 5.25 eccsennsvcsce 5 —11.4 —30.8 1,058 1,194 1,530 -- — — — 
Drugs and drug sundries............................. 23 + 3.4 — 26 2,056 1,989 2,110 19 75.5 80.0 78.0 
Gs os ch snes 14 —11.3 —15.3 2,024 2,282 2,389 s 40.2 44.8 39.6 
Electrical goods... .... be Sate deceen nie eC RT Se on 24 —1.7 —I15.0 1,582 1,609 1,862 23 65.6 79.0 72.3 
Groceries and foods, except farm products. ...... 29 — 3.3 —90 2,069 2,139 2,273 19 100.6 110.1 100.4 
Sees bce ct scssnseesbesvanwee bch 25 — 8.0 —55.6 1,861 2,022 1,972 23 51.5 55.2 44.7 
Industrial supplies...... die cndceaiuewek ehicnee 10 + 3.3 +22 284 275 278 7 56.0 69.2 59.3 
Plumbing and heating supplies... .. . 20 + 2.2 + 2.0 992 971 973 9 59.2 62.3 56.7 
Paper and its products.... 6 —22.0 — 294 377 297 5 73.0 72.3 69.8 
East South Central........... 75 —17.4 i, 2 7,589 9,190 8,750 50 58.6 61.3 57.7 
Drugs and drug sundries. . 13 — 9.1 13.6 1,635 1,799 1,893 10 63.6 57.6 69.5 
OR aie 12 —28.9 —15.2 1,591 2,238 1,875 oe — — — 
Groceries and foods, except farm products. . 14 — 3.1 —59 883 911 938 8 88.3 87.5 90.7 
I cad avon wa keh snndwexcs 14 —23.1 me i | 1,712 2,226 1,785 9 51.1 56.4 40.6 
West South Central... 112 —22 | —76 | 12,860 | 13,147 | 13,833 79 70.6 74.6 71.2 
Drugs and drug sundries. 17 + 7.1 — 1s 2,47 2,311 2,514 16 77.5 80.4 80.6 
Dry goods............. 15 —18.1 | —15'5 2,230 2,722 2,639 on —_ — — 
Electrical goods....... 13 +17.1 —i73 692 591 836 12 57.4 74.6 1.3 
Groceries end foods, except farm products. . 25 — 2.0 ae 3,468 3,537 3,779 21 96.0 100.0 100.1 
General hardware......... 20 — 63 a=» 4:9 1,504 1,509 1,581 15 55.5 55.7 50.7 
Mountain. pee eb eae dak Sea enema hsheuae 47 + 7.5 cin 5,476 5,093 5,727 40 71.6 71.5 75.9 
Drugs and drug sundries. 6 — 0.9 ae 914 922 939 5 64.0 80.0 67.0 
Electrical goods. ....... 7 +26.0 | 4124 417 331 371 7 72.2 64.0 71.2 
Groceries and foods, except farm products. . 7 +12.3 —88 1,741 1,551 1,910 5 93.0 95.6 97.6 
ES eh oe os on She lpia ae 6 + 3.1 a RD 832 807 857 _ _ — —_ 
Pacific. ..... Tass eves ccc dagieice 178 +11 | —3.9 | 22,885 | 22,629 | 23,807 149 69.0 68.7 67.5 
Automotive supplies. .. 33 + 3.5 — eS 861 832 909 17 71.4 68.0 71.4 
Drugs and drug sundries. 11 + 5.8 — 0.1 4,522 4,275 4,526 10 73.2 88.6 74.7 
ae 13 —10.0 —10.5 1,321 1,467 1,476 12 50.5 58.9 57.1 
Electrical goods. . 21 + 2.8 — 1.0 2,344 2,281 2,368 19 69.3 68.7 68.6 
Farm products (consumer goods). 7 +21.1 +20.4 1,052 869 874 7 89.5 90.9 93.5 
Furniture and house furnishings. . vs eoneeae ll + 6.3 —10.1 1,154 1,086 1,284 10 56.1 64.7 56.5 
Groceries and foods, except farm products. ........... 20 +23 nt 4,018 3,928 4,422 16 103.4 110.2 118.1 
Meats and meat products................... 5 +14.2 +10.4 677 593 613 _ — — ag 
General hardware... 16 — 7.0 — 2.8 3,464 3,725 3,564 15 51.5 52.6 51.5 
Industrial supplies. . . ; hs 8 — 2.8 aS 273 281 284 7 57.5 57.7 55.5 
Plumbing and heating supplies... 8 + 9.6 —10.5 468 427 523 8 73.8 71.4 64.2 
Paper and its products.......................scee0e0s 5 +24.9 | —28.2 291 233 405 5 76.3 83.0 67.1 











*These figures should not be related to sales figures for current month. They represent only ratio of collections during that month to accounts receivable at 
beginning of month. The wide differences existing between the percentages for various kinds of business are due principally to variations in terms of sales. 


**Related items in the hardware field are being shown separately and by totals. Information is now being collected and shown for distributors of industrial 


supplies. This heading also includes distributors of mill, mine, and steam supplies. 
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How bankers can 


y insure with care 


(Cont. from page 33) will be precisely 
defined should he raise any question re- 
garding it. He has a right to expect 
companies to give consideration to in- 
suring new risks as they develop, al-_ 
though he has not the right to expect 
that all risks will be insured. ‘There 
are limitations to insurance, and some 
risks either violate principles of sound 
underwriting or they are too great to 
underwrite. 

The companies have to underwrite 
risks with a view to continued solvency 
and in the hope of making a profit 
commensurate with the capital invest- 
ment. The banker, on the other hand, 
has a right to expect that premium 
rates will reflect experience and that 
they will rise or fall as the experience 
is unfavorable or favorable. In order 
to round out the picture, one more 
point should be mentioned—the neces- 
sity for good faith and complete 
mutual confidence in arranging the 
contract of insurance. 

The desirability of a complete insur- 
ance survey periodically is unquestion- 
able. It is advantageous to take as 
broad cover as possible. The question 
of cost should be considered when de- 
ciding whether to carry insurance, but 
it should not be too strongly empha- 
sized once a decision has been reached 
that insurance should be carried. For 
banks generally, there is no agreed 
percentage which the cost of insurance 
should bear to the total cost of opera- 
tion. Coverage should be secured in 
as few contracts as possible from as 
few companies as is considered de- 
sirable. All related insurance should 
have a common expiry date. It is im- 
portant that the insurance contracts 
carried be supported by adequate in- 
formation in relation to values. 

In negotiating insurance a_ well- 
qualified agent or broker can be of real 
benefit. Insurance companies should be 
selected not only for their ability to 
pay in case of loss, but also for their 
ability to give service in avoiding or 
minimizing loss. It is desirable to 
look into the experience and quality of 
their management—their greatest asset. 
It is desirable that the handling of in- 
surance be placed in charge of a single 
department or individual charged with 
the duty of keeping abreast of technical 
insurance knowledge, particularly with 
teference to new forms of contracts 
and the rate situation. While general 


rules can be laid down, the banker will 
discover that his insurance is a matter 
which requires individual treatment. 
The banker, having looked at insur- 
ance, recognizes a neighbor who has 
many common burdens and mutual in- 
terests, whose well-being is closely 
bound to his own. His self-analysis of 
the risks of banking is beneficial to the 
insurance company and himself. In a 
changing world, it is a source of com- 
fort to work out his problems with 
some one who appreciates their magni- 
tude and has a genuine interest in 
them. Nor is the banker limited to 
a selfish position in the relationship as 
he can do much to assist the insurance 
company. Perhaps it is not too much 
to say that this viewing of insurance 
the banker will gain a knowledge of 
facts and a breadth of understanding 
which will increase his competence as 


a banker and his value as a citizen. 


—Richard T. Wood, Manager, Bank Division, 
American Surety Company and the New York 
Casualty Company, before Passaic County (N. J.) 
Chapter, American Institute of Banking, as 
briefed by “‘Banking.” 


Care and reading 
of magazines 


Most business organizations and in- 
dividuals in them subscribe to a num- 
ber of industrial publications. Yet very 
often when someone sees an article of 
particular interest in such a periodical, 
he takes it home and places it forever 
beyond the reach of others who might 
wish to read or refer to it. Naturally 
this complete lack of system is detri- 
mental to the interests of good man- 
agement. 

It is possible with little or no special 
equipment to evolve an efficient system 
of handling business publications in of- 
fices. This system can be operated as a 
part-time effort by any secretary or 
stenographer. ‘The primary step is to 
make sure that all business periodicals 
which arrive in the mail go directly to 
the person who is to operate the system. 
After a librarian has been appointed, it 
is her duty to prepare a reference in- 
dex of all industrial publications and to 
place them in controlled circulation. 
The compilation of the index is not 
so difficult as it sounds if it is worked 
out on a functional basis. That is to 
say, the index should be divided up ac- 
cording to the types of work the insti- 
tution performs, and allowances should 
be made for a variety of subjects under 
each main division. When the refer- 
ence index is worked out to meet the 
needs of all departments, a card file 
should carry the same titles that appear 





Thousands of policyholders 
know that Employers Mutual 
is a trustworthy aid in reducing 
Insurance costs. Writing Work- 
men's Compensation, Public 
Liability, Automobile and al- 
lied forms of Insurance, this 
strong, reputable Company is 
saving its policyholders mil- 
lions of dollars yearly. Your 
strictest investigation is urged. 


EMPLOYERS MUTUAL 
LIABILITY INSURANCE CO. 


HOME OFFICE: WAUSAU, WIS. 
a 


Branch offices in the principal 
cities of the Middle West. Con- 
sult your Telephone Directory 


as main divisions in the index, and 
each subject appearing under the main 
divisions in the index should be repre- 
sented in the file by one or more cards 
with the same title. Each magazine 
may be indexed on its inside front 
cover. 

The procedure described here is flex- 
ible enough to allow each individual in 
a business organization to pursue his 
special interests without interference 
with others—W. F. Austin, Jr., in 
“Banking.” ; 


Some we've had would 
even break machines 


A German technician has built a 
machine to determine the toughness or 
tenderness of beef steak. A set of ar- 
tificial jaws chews the meat and a de- 
vice records on a chart the amount of 
pressure required to do a good job of 
mastication. 


What a relief 
Uncle Sam has bought 130,000 


pounds of Virginia caviar for relief 
distribution. 
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Over 17,000,000 of them—to back up the report which comes to your 
desk. The current credit report while giving the all-essential present 
information on an applicant’s standing can often be made far more 
comprehensive when file material is available on the credit risk. Such 
information may produce a historical background with which present 
conditions of character, income and business dealings can be compared 
and weighed. In addition to the millions of reports on file, there is a 
definite endeavor to collect advance information which will be on hand 
when a report is ordered. This is one of the unseen values received 
when you— 


SPECIFY 


HOOPER-HOLMES 
REPORTS 






THE HOOPER:HOLMES BUREA 
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NEWS ABOUT CREDIT MATTERS 


A Section Devoted to Association Affairs 


DECEMBER, 1937 


Omaha Credit Pioneer Points to 7 
Causes forOrganizationof NACM 


Forms Close on 
20th of Month Before Issue 


Paul Fielden, 
NACM Prexy, 
Makes 5 Talks 


Visits Associations 
in Central Area in 
Mid November 


Cincinnati. — Paul Fielden, 
Credit Manager of The Norton 
Company, Worcester, Mass., 
and National President of the 
National Association of Credit 
Men, was the speaker at the 
November dinner session of the 
Cincinnati Association of Credit 
Men held in the main ballroom 
of the Hotel Gibson on Mon- 
day, November 15th. Mr. Field- 
en’s subject was “You and 
Yours.” He presented a very 
inspiring picture of the benefit 
to be derived from Association 
activity speaking entirely from 
the viewpoint of an active cred- 
it executive himself. 

D. W. Cauley,  secretary- 
manager of the Cleveland As- 
sociation of Credit Men, also 
was present at this dinner meet- 
ing and made a short talk on 
some of his experiences in As- 
sociation work. 

The Board of Directors of 
the Cincinnati Association met 
on Monday noon with National 
President Fielden. Members of 
the Advisory Board of the Serv- 
ice Corporation also attended 
this conference with the Na- 
tional President. 

President Fielden made other 
addresses at Peoria, IIl.; South 
Bend, Ind.; Cleveland Ohio, 
and Akron, Ohio, during the 
week of November 15th. 


Bank Educator Speaks 
at Quaker City Meet 


Philadelphia. — William A. 
Irwin, assistant educational di- 
rector, American Institute of 
Banking, was the speaker at the 
November 18th monthly program 
of the Credit Men’s Association 
of Eastern Pennsylvania, which 
was held at the Penn Athletic 
Club. 


Omaha.—R. D. Wilson, sec- 
retary and treasurer of the 
Fairmont Creamery Company of 
this city, and a past president 
of the Omaha Association of 
Credit Men, presented some 
very pertinent ideas about 
NACM benefit at the Annual 
Past Presidents’ Night recently 
held by the local Association. 

Mr. Wilson reviewed the sit- 
uation which faced credit and 
financial officers of corporations 
forty-one years ago before the 
National Association of Credit 
Men was established as follows: 

1. Almost universal distrust 
of each other by concerns which 
granted credit and therefore, an 
almost complete absence of co- 
operation between them for the 
benefit of all concerned. 

2. Lack of sufficient reliable 
information concerning custom- 
ers and their business. 

3. Inefficient business manage- 


Philadelphians 
MakingPlanson 
1938 Tri-State 


Philadelphia. — The Credit 


Men’s Association of Eastern 


Pennsylvania has already ap- 
pointed a general committee and 
will soon announce sub-commit- 
tees to look after the details of 
the big Tri-State Conference 
which will be held in 1938 in 
Philadelphia. 


The time for holding the con- | 


ference has not yet been decided 
except that a date as early in 
October as possible is being con- 
sidered. 

This is the first time the 
Philadelphia Association has 
been host to the Tri-State Con- 
ference, which includes all of 


‘New York State, New Jersey | 


and the Eastern portion of 
Pennsylvania, for the past sev- 
eral years and Sam Ardron, Jr., 


secretary of the local Associa- | 


tion, is putting forth every ef- 
fort to make the visit of the 
credit men’s year a red-letter 
event. 








at 


ment by customers and lack of 
co-operation between creditors 
and debtors. 

4. Absence of proper legisla- 
tion to govern various phases 
of commercial transactions. 

5. Absence of national legis- 
lation for liquidating insolvent 
businesses with due regard for 
the rights of all concerned. 

6. The dishonest and fraudu- 
lent creditor. 

7. Inefficiency of the credit 
man, himself, because of lack 
of knowledge concerning the 
best ways of meeting many of 
these difficulties and lack of fa- 
cilities for handling others. 

Continuing from this point, 
Mr. Wilson reviewed the de- 
velopment of the National As- 
sociation and pointed out a long 
list of accomplishments by credit 
executives affiliated in this or- 
ganization during the past for- 
ty-one years. 


Forum on Methods 
Proves Popular 
at Chicago A.C.M. 


— 


Chicago.—The Credit System 
and Methods forum of the Chi- 
cago Association of Credit Men 
got underway late in October 
under the direction of L. T. 
Hadley, Credit Manager of the 
Goodman Manufacturing Com- 
pany, who is chairman of the 
Chicago Association Committee 
on Credit Systems and Methods. 

The second discussion was 
held at the November 10 din- 
ner meeting at the Hotel La- 
Salle when plans for the re- 
mainder of the season were out- 
lined by Chairman Hadley. 

Executive Manager Henry H. 
Heimann was the principal 
speaker at the November 10th 
meeting. 


Goodwill Night 


Philadelphia—The Philadel- 
phia Credit Women’s Club has 
announced a Goodwill Night 
for December 16th as its annual 
Christmas party. 





Save on Losses 
With Interchange 


Tacoma Offers 
Unique Planfor 
Memberships 


Has Point Contest 
to Send Delegates 
to San Francisco 


Tacoma. — The membership 
committee of the Tacoma Asso- 
ciation of Credit Men and the 
Wholesalers’ Association of 'Ta- 
coma has just announced a 
unique contest among its mem- 
bers based on a point system 
and with allotments of expense 
money to the national conven- 
tion in San Francisco as the 
prizes offered. 

The rules of the contest are 
set forth in the announcement 
as follows: 

Only accredited representa- 
tives of member firms are eligi- 
ble. 

The contest started November 
1st and ends on May 31, 1938. 

Each person receiving the fol- 
lowing score of points will be 
awarded prize money according 
to this schedule: 


25 points—expense allowance 
$90.00 plus $10.00 registration 
fee. 

20 points—expense allowance 
$70.00 plus $10.00 registration 
fee. 

15 points—expense allowance 
$50.00 plus $10.00 registration 
fee. 


Contest membership points are 
to be earned as follows: 


Wholesalers’ Association of Ta- 
coma, Class “A”—5 points. 
Wholesalers’ Association of Ta- 
coma, Class “B”’—4 points. 
Tacoma Association of Credit 

Men—1 point. 

Conversion from the Tacoma 
Assn. of Credit Men to a 
membership in the Whole- 
salers’ Assn. of Tacoma: 

Class “A”-—4 points. 
Class “B”—-3 points. 


In addition to the above al- 
lotment of prize money, there 
will be drawing from a general 
jackpot just before the San Fran- 








cisco convention. The Associa- 
tion starts off the jackpot with 
a $50.00 donation. Each repre- 
sentative attending either the 
Wednesday or Friday meeting 
may obtain a chance on the 
jackpot by the payment of 10¢ 
per meeting. No participant is 
allowed to have more than two 
chances per week. The grand 
drawing is to take place just 
before the San Francisco con- 
vention, and it is anticipated 
that the jackpot will be large 
enough by that time to send 
three or more delegates with 
expense allowances of $50.00 
each to the convention. 





Rickards Tells Quaker 
Credit Women Jof Plan 
Of Department Work 





Philadelphia—A. T. Rickards 
of Sharp & Dohme, Inc., was 
the speaker at the November 
10th Meeting of the Philadel- 
phia Credit Women’s Club held 
at Whitman’s Cafe. Mr. Rick- 
ards, a National Director of 
the National Association and a 
past president of the Credit 
Men’s Association of Eastern 
Pennsylvania, presented some 
phases of credit work as de- 
veloped in his own office. A 
forum discussion of some of the 
items brought up by Mr. Rick- 
ards in his address proved an 
enjoyable part of the evening’s 
entertainment. 








Dr. Max"Winkler Tells 
Rochester Credit _} Men 
of Trade Complications 





Rochester.—Dr. Max Winkler, 
President of the American Coun- 
cil of Foreign Bondholders, was 
the speaker at the November 
10th meeting of the Rochester 
Association of Credit Men held 
at the Hotel Seneca. Dr. Wink- 
ler’s subject was “Recovery — 
Interrupted or Ended?” 





Ed. Moran Addresses 
St. Paul ‘Association 


St. Paul.—E. B. Moran, Man- | 
ager of The Central Division 
of the National Association, was 
the principal speaker at the No- | 
vember dinner meeting of the | 
St. Paul Association of Credit 
Men held on November 9th at | 
the St. Paul Athletic Club. As | 
an added feature of entertain- | 
ment for this dinner session, 
Fred Stretch displayed some of | 
the moving pictures taken with | 
his own camera during his trip | 
abroad last summer. | 





Credit Manual Is Issued in 
Enlarged Format on Nov. 10th 


The 30th annual edition of 
Credit Manual of Commercial 


Laws was issued on November | 


10th. This 1938 edition marks 
quite an innovation in the gen- 
eral style of this book, which is 
now recognized among business 
executives everywhere as one of 
the most important for almost 
daily use on the desk of business 
men. 

The 1938 edition is in stand- 
ard business book format, being 
six inches wide by nine inches 
high. It contains 720 pages, 
which is 140 pages more than 
in any previous issue. 
tire book has been reset in larger 
type and is bound in an attrac- 
tive cover. 


One of the leading features | 


of the 1938 edition is a complete 
digest of the laws of all States 
which affect business transac- 
tions. This Summary of Laws 
by States covers such subjects as 
Assumed Names, Bad Checks, 
Bills and Notes, Bulk Sales, 
Chattel Mortgages, Conditional 
Sales, Jurisdiction of Courts in 
Collections, Mechanics’ and 


Landlords’ Liens, Sales and Oc- | 


cupational Taxes and Unem- 
ployment Compensation Taxes. 

A new section of the 1938 
edition deals with the intricate 
procedure on contracts with the 


Finance Managers 
To Talk Problems 
At New York Meet 


New York.—The Division of 
Finance and Accounts of the 
American Management Associ- 


ation will hold a special con- | 


ference on December 14th and 
15th at the Hotel Pennsylvania. 

The program for the Confer- 
ence embraces the following sub- 
jects: 

Corporate Financing Under 
Present Conditions. 

Financial Problems of Launch- 
ing New Enterprises. 

Governmental Policies in Cor- 


| porate Taxation. 


A Year’s Experience with the 
Undistributed Earnings Tax. 


Practical Effects of the Capi- 


| tal Gains Tax. 


Dealing With Depreciation 
and Obsolescence. 

The Present Installment Cred- 
it Situation. 

The speakers for this confer- 
ence include: Harold H. Neff, 
Director of Systems and Forms 
for the Security Exchange Com- 
mission, Dr. Willard Thorp, of 


| Dun & Bradstreet, Dr. Wilford 


The en- | 


| United States government. Ev- 
| ery step, from the time the bid 
is submitted until the settlement 
is adjusted, is outlined fully. 
This section was written espe- 
| cially for the Credit Manual by 
| a man of long experience in 
government work. 

Special chapters deal with 
Anti-Trust and Fair Trade 
Jaws (Robinson-Patman Act and 
the new Tydings-Miller law) ; 
Federal Regulations on Hours 
and Wages (Walsh-Healey and 
Wagner Labor Relations Acts) ; 
Bonds on Public Improvements; 
and Misapplication of Construc- 
tion Funds. 

Included in the new text are 
all of the revisions of the Bank- 
ruptcy Act with a full summary 
of the application of this im- 
portant law of business. 


The laws of contracts, sales, | 


title retention contracts, corpo- 
rations and partnerships, fraud- 
ulent conveyances, commercial 
crimes and negotiable instru- 
ments are presented in extensive 
chapters written by experts in 
business law. 

Having been published annu- 
ally for the past 30 years, Credit 
Manual of Commercial Laws has 
come to be looked upon by many 
business executives as one of 


their most important business 
handbooks. 





White, Bureau of Foreign and 
| Domestic Commerce, Dudley 
Cates, Vice-President of the 
Commercial Investment Trust. 
Those interested in attending 
| this conference should write to 
| Alvin E. Dodd, President of the 
American Management Associa- 
tion, 330 West 42nd St., New 
| York City. 


Texas Oil Men Gather 
_at Southwest Meeting 


Fort Worth.—The Petroleum 
Division of the Southwest 
| Credit Conference which re- 
| cently met in this city named 
J. L. Clemons of Dallas, credit 
manager for the Texas Com- 
pany, as Chairman of the newly 
organized Petroleum Division. 
It was decided to promote a 
meeting of the petroleum credit 
men as a feature of the South- 
west Conference each _ year. 
When the Conference meets in 
San Antonio next year it is ex- 
pected that the attendance of 
petroleum credit men will be 
twice the number that attended 
the session this year in Fort 
Worth. 
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Fraud Case in 
ChicagoEndsin 
Prison Term 


On November 6th, a flash was 
received from Harold H. Bailey, 
representative of the Fraud Pre- 
vention Department in Chicago, 
o the effect that Abe Arons, who 
formerly operated the Illinois 
Merchandising Company at 308 
West Randolph Street, Chicago, 
had entered a plea of guilty to 
the indictment returned against 
him some time ago charging 
concealment of assets in viola- 
tion of the National Bankruptcy 
Act in an amount of approxi- 
mately $19,000. 


After a petition in bankruptcy 
was filed against Arons he fled 
from Chicago, but was finally 
located and taken into custody 
by the Agents of the Federal 
Bureau of Investigation in Flor- 
ida and was sentenced to a term 
of imprisonment by Federal 
Judge Philip L. Sullivan, of the 
Northern District of Illinois. 


Considerable time and effort 
were devoted to this case by 
Mr. Hart, assisted by Mr. Bail- 
ey and the Government Agents, 
and the conviction is the out- 
growth of a case known as the 
Pioneer Supply Company, also 
of Chicago, which was investi- 
gated by Mr. Bailey during 
1933, and which case terminated 
in the conviction of an individ- 
ual named Irving Weisbrod, 
alias Ralph Medow, etc., who 
was sentenced to a term of im- 
prisonment of eighteen months. 

Weisbrod’s activities were al- 
most similar to those followed 
by Arons, although the former 
probably would have escaped 
detection but for the fact that 
he failed to recall a fictitious 
name used when making a large 
deposit in a New York City 
bank, and which action aroused 
the suspicions of the officials. 

The investigation of the case 
against Arons indicated that 
creditors, totaling seventy-eight, 
lost more than $50,000 through 
the illegal methods followed by 
Arons, whose concern was peti- 
tioned into bankruptcy in Octo- 
ber, 1933. 

As a result of the investiga- 
tion of the affairs of Medow, 
the Fraud Prevention Depart- 
ment gathered sufficient informa- 
tion through which a sum total- 
ing approximately $10,000 was 
returned to the estate for the 
benefit of creditors. 

Since the Fraud Prevention 
Department was _ organized, 


Millions of Dollars in cash and 


property has been turned over 
to creditors and many bank- 
ruptcy racket-rings have been 
unearthed. 
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New England 
Conference Is 
At Providence 


Providence.—The annual New 
England Credit Conference was 
held at the Narragansett Hotel 
here on November 17th. An 
excellent program was arranged 
by Camilo Rodriguez, President 
of the Providence Association 
of Credit Men, which acted as 
host to the New England Con- 
ference. 

Roe S. Clark, treasurer of the 
Package Machinery Company, 
of Springfield, presented an in- 
teresting address on industrial 
relations as they are affected by 
the new National Labor Rela- 
tions Act. William J. Fortune, 


H. Heimann on business pros- | 


pects. 
but one day, the gathering of 


the “old timers” on Tuesday 
evening was a delightful affair. 


for the past several years edu- 
cational director of the Ameri- 





vice-president of the National 
Shawmut Bank, of Boston, 
talked on current business con- 
ditions. Mr. Fortune’s address 


indicated a close study of the | 


present business situation. 
Ernest I. Kilcup, past presi- 
dent of the National Associa- 
tion of Credit Men and presi- 
dent and treasurer of the Davol 
Rubber Company, of Providence, 
also spoke on NACM activities. 
Charles F. Baldwin, Washing- 
ton Representative, discussed 
legislation and how it affects 
the credit executive. The ban- 
quet session in the evening heard 
an inspiring address by Henry 


| Association. Dr. Stonier+ will 
| continue as educational direc- 
| tor. 
William N. Irwin, formerly 
| a faculty member of Washburn 
| College, Topeka, Kansas, has 
| been appointed assistant educa- 
| tional director of the A. I. B. 
Richard W. Hill, who has been 
secretary of the American Insti- 

| tute of Banking, will continue 
in that post and also become 
secretary of the American Bank- 

| ers Association. Floyd Larson 
has been appointed assistant sec- 
retary of the American Institute 
of Banking. 


While the conference lasted | 


Dr.Stonier Now | 
Is Manager of | 
Bankers’ Group: 


New York.—Announcement is | 
| made that Dr. Harold Stonier, 


| can Institute of Banking, has | 
been appointed executive man- | 
| ager of the American Bankers | 








Insurance Was. 


Popular Subject 
At Richmond 


Richmond.—One of the most 
interesting monthly meetings 
held by the Richmond Associa- 
tion of Credit Men discussed 
“Insurance, Its Relation and 
Importance to Credit.” This 
meeting, held at the Common- 
wealth Club on November 
18th, was under the direction of 
J. M. Hough, who is Chairman 
of the Insurance Committee of 
the Richmond Association of 
Credit Men. 

The program was conducted 
as a forum discussion with 
speakers on hand to discuss 
different kinds of insurance and 
answer questions presented by 
credit men from the floor. Lin- 
wood Butterworth, representing 
the Association of Life Insur- 
ance Underwriters, and Stuart 
Ragland, representing the Fire 
and Casualty Insurance Under- 
writers Association, made the 
main addresses. 
minutes was allotted for ques- 
tions to be presented from the 
floor but the forum session 
proved so popular that the. 
time had to be extended. 

The discussion of insurance 
by the Richmond credit men 
started what is hoped to be a 
broader study of this important 





About thirty | 


| 


| 





subject among the members of 
this association. The interest 


| shown in the November Forum 
Meeting has encouraged the 


officers of this Association to 
consider the discussion of in- 
surance as an annual program 
hereafter. 


151 Chicagoans 
Pledge to Get 


‘New Members 


Chicago.—151 members of the 
Chicago Association of Credit 
Men have signed their names 
to a volunteer proposal to ob- 
tain at least one new member 
each during the present fiscal 
year. 

The 151 members are all en- 
rolled in the membership com- 
mittee under the chairmanship 
of A. L. Podrasnik. 

Each member of Chairman 
Podrasnik’s Committee has tak- 
en the name of a prospect and 
has assumed the responsibility 
of presenting the benefits of 
CACM activities. It is expect- 
ed that this campaign will bring 
in at least 100 new members for 


| the Chicago Association before 


the close of the fiscal year. 





Board Of Directors Canton Association Of Credit Men 





Reading from left to right: C. L. Stamm, Treasurer of the Association, Treasurer, Dine De-Wees Co.; H. C. Senour, Treasurer, Transue Williams 


Steel Forging Corp., Alliance; C 
Saxton, President, First National 


Secretary-Manager, Association Office; J. M. Luckner, Vice President of the Association, 
Massillon; Fred McGlashan, Auditor, C 


. C. Bolus 


Ass’t. Secretary Treasurer, Milcor Steel; Harley J. Fast, President 


Bank; J. D. Cathon, President of the Association, General Credit Manager, 


limalene Co.; L. M. D 


First Trust & Svgs. Bank; W. G. 
The Hoover Co.; F. W. aude, 


Secretary Treasurer, Enterprise Aluminum Co., 
enman, Chairman of Food Group, Credit Manager, Canton Provision Co.; E. T 


Vogt, Secretary, McLain Grocery Co., Massillon; L. Frank Wharton, Ass’t. Secretary, Cleveland Association of Credit Men. 


Canton.—The Canton Associ- 
ation of Credit Men, operated 
as a branch of the Cleveland 
Association, one of the latest 
groups to be enrolled on the 


roster of afhliated Associations 
of N.A.C.M., is rather proud of 
its achievements during the short 


time it has been established. 


At a recent joint meeting be- 


43 


| tween the Canton Association 
| and the credit men from Akron, 
| 125 credit executives from the 
| two cities were present. 


The above photograph shows 


the present Board of Directors 
of the Canton Association, the 
picture being taken at a recent 
meeting of the Board to discuss 
Association problems. 































































































































































































































































































































































































































































































































Conferences In 
Several Areas 
Prove Popular 


In keeping with the general 
educational program as well as 
the development of acquaint- 
anceship and understanding be- 
tween credit managers, the 
various Associations have in 
the present Association year 
held several District Confer- 
ences, in addition to the regu- 
lar local meetings, which have 
proved exceptionally profitable 
to those participating. 

In many other districts, mem- 
bers are looking forward to 
similar conference meetings. 

These State or District Con- 
ferences truly serve as a credit 
clinic or laboratory of experi- 
ments for the Credit Depart- 
ment operations. Not only are 
they educational and _ inspira- 
tional, but many _ entertain- 
ment features combined with 
the business of the Conferences 
have made the meetings par- 
ticularly valuable and the at- 
tendance has been beyond their 
fondest expectations. 

Wisconsin-Upper Michigan 
Conference, held at Escanaba, 
Michigan, was the first of the 
Central Division series, under 
the able leadership of R. C. 
Flom, (Menasha Products Com- 
pany), and Ralph Creviston, 


(Secretary, Northern Wiscon- 
sin-Michigan Association of 
Credit Men). Such subjects as 
“Washington Today”, “Con- 


sumer Cooperatives”, and 
“Credit Risk Analysis” offered 
the principal topics of discus- 
sion, together with considera- 
tion of business conditions as 
they relate to credit, and dis- 
cussions of the general trend 
of business and recovery move- 
ment. 

At Pittsburgh, Pennsylvania, 
the annual meeting of Ohio, 
West Virginia and Western 
Pennsylvania District was held, 
under the joint Chairmanship 
of Chas. Johnston, (Williams 
Company), and Chas. E. Sho- 
walter, (Iron City Electric 
Company), and offered a two- 
day program that was out- 
standing in diversified subjects, 
covering the perplexing prob- 
lems confronting credit execu- 
tives. Space does not permit 
detailed explanation of the sub- 
jects which were led by out- 
standing executives, including 
Prof. Montfort Jones, (Univer- 
sity of Pittsburgh), Bankruptcy 
Referee Watson B. Adair, John 
A. Beattie, (John A. Beattie & 
Company), Fred Roth, (Whit- 
ney-Roth Shoe Company), Sena- 











On Wednesday, October 20th, 
the Pittsburgh Herd held a 
dance and frolic at the beauti- 
ful North Park Lodge, located 
in North Park, Allegheny Coun- 
ty, Penna. 


The affair was for Zebras and 


their friends and all say that 
the evening was too short for 
the number of attractions plan- 
ned by the committee. 

Decorations were carried out 
in Hallowe’en colors and the 
beautiful moonlight night, to- 
gether with the “Zip” of frost 
in the air, made the frolic more 
than was expected in a perfect 
setting. 


ZEBRAFFA 





Floyd A. Ferguson, superzeb | 


of the Pittsburgh Herd, and his 
fellow Zebras from the West- 
inghouse Electric and Manufac- 
turing Company, kept the Zebras 
and their ladies braying the 


tor Wm. B. Rodgers, (Penn- 
sylvania State Senator), Roy 
A. Colliton, (Director, Central 
Credit Interchange Bureau), 
Dr. Marcus Nadler, (Central 
Hanover Bank & Trust Com- 
pany), and E. B. Moran, (Cen- 
tral Division Manager). 

The Michigan-Northern In- 
diana State Conference was 
held at Grand Rapids, Michi- 
gan, under the leadership of 
Fred E. Olson, Chairman, 
(Grand Rapids Gas Light 
Company), and proved one of 
the most interesting and effec- 
tive one-day conferences on 
record. The program included 
a consideration of the Credit 
Department and its sales con- 
sciousness, presented by Cen- 
tral Division Manager Morgan 
of Chicago; A discussion of 
economic trends by Assistant 
Executive Manager David A. 
Weir of New York City; Con- 
sideration of current business 
developments by Frank E. Seid- 
man, Accountant of Grand 
Rapids, and a discussion of the 
relation of credit department to 
sales department by H. Dale 
Palmer, (Detroit Steel Products 
Company, Detroit). 

The evening banquet was ad- 
dressed by Sherman Rogers, 
presenting consideration of re- 
lationship of employer and em- 
ployee. E. B. Moran was 
toastmaster. The outstanding 
address of the day was de- 
livered by the Hon. Samuel 
Pettingill, U. S. Representa- 
tive from Northern Indiana. 

An exceptionally interesting 
and constructive conference in 
the State of Texas was recently 
held at Ft. Worth. The mem- 


old “He-Ha” all during the 
evening. 
R. H. “Dick” Fried’s efforts 


to make the party a grand suc- 
cess and the leadership of Fred 
T. Menges, Chairman of the 
Committee, proved that the 
Pittsburgh Herd certainly can 
go places. 

H. M. “Chief” 


Oliver was 


_ much in evidence especially dur- 


ing the Paul Jones Dances. 

By the way, members of the 
Ladies Group, which will be 
shortly organized as a chapter 
of the “Alpha Nu,” played a 
very important part in lending 
color to the affair. Miss F. M. 
Austin, a member of the com- 
mittee, was responsible for no 
small part in the general ar- 


| rangements. 





Pittsburgh Herd is headed for 
bigger and better frolics. 


bership attendance was en- 
couraging, considering the dis- 
tances involved for the various 
participating Associations and 
the discussions were particu- 
larly practical. 

The various Councilors for 
the Tri-State area, (lowa- 
Nebraska-South Dakota) met 
at Waterloo, lowa to formulate 
the program for their Annual 
Conference which will be held 
in February. 

At a very early date the 
Councilors for the Minnesota- 
North Dakota area will meet 
to plan the Central Northwest 
Conference to be held in the 
Spring and the officials of the 
Peoria, Illinois Association have 
extended an invitation to the 
Associations of the State. 


CLASSIFIED ADS 





POSITION WANTED 


Credit Manager or Assistant, 36, 
college trained, now employed, de- 
sires new connection. Locate any- 
where Eastern United States. Fully 
experienced wholesale credits. Ne- 
gotiations confidential. Reply Credit 
and Financial Management, Box 12. 





Experienced credit man, 30 years of 
age, desiring position. Connected 
until just recently with the Red Star 
Milling Company of Wichita, Kansas 
(a unit of General Mills, Inc.) 
Consolidation of unit offices into di- 
visional office has caused the neces- 
sity of seeking a new location. Wire 
or write Wichita Association of 
Credit Men. 





Sales-minded credit man, aged thirty- 
two years, college graduate, single, 
ten years’ experience with indus- 
trial concern rated AAA-1, familiar 
with textile industry and ordinary 
business problems. Desirous of mak- 
ing change. New York or New 
England location preferred. Present 
salarv, $285 monthly. Replv Credit 
and Financial Management, Box 11. 





IRS| 


| Association 


Representative 








Grand Rapids 
Host: to Large 
State Session 


Grand Rapids.—The Michi- 
gan State Conference held at 
the Pantland Hotel here on 
November 5th, drew a large 
attendance of credit executives 
from all sections of the state. 
Starting at 10:30 with an ad- 
dress of welcome by Fred E. 
Olson, president of the Grand 
Rapids Association, the pro- 
gram was continued right 
through the day and then after 
a short adjournment took up 
again at 6:45 for the Confer- 
ence Banquet. 

Addresses at the day session 
were made by E. B. Moran, 
Manager of the Central Divi- 
sion, N.A.C.M., who took as 
his subject, “Is the Credit De- 
partment Sales Conscious?” At 
the luncheon session, David A. 
Weir, Assistant Executive Man- 
ager of the National Associa- 
tion of Credit Men made an 
address, his subject being 
“What Shall it Profit.” 


During the afternoon ad- 


| dresses were made by W. H. 


Cook, Credit Manager the Con- 
crete Steel Fireproof Company 
of Detroit, who is State Coun- 
cillor, by Frank E. Seidman, 
senior member of Seidman & 
Seidman, certified public ac- 
countants, and by D. H. Gor- 
don, president of the Detroit 
of Credit Men. 
Other addresses in the after- 
noon were made by H. Dale 
Palmer, Credit Manager of the 
Detroit Steel Products Co., 
whose subject was, “Credit 
Man or Salesman”, Hon. Sam- 
uel Pettengill, United States 
in Congress 
from Northern Indiana, who 
spoke on the “Interference of 
Government with Private Bus- 


| iness.” 


At the Conference Banquet 
in the evening Central Division 
Manager Moran served as 
toastmaster. The main talk at 
the banquet was given by Sher- 


_ man Rogers, whose subject was, 


| Here?” 
| the 


“Where Do We Go From 
During the sessions of 


Conference the visiting 


| ladies were entertained by a re- 


ception committee headed by 
Mrs. Fred E. Olson, wife of 
the president of the Grand 
Rapids Association. A tour of 
the city and a special luncheon 
was also on the program for 
the visiting ladies, 


The Board of Directors 


of the Arizona Association of Credit Men 
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From left to right: F. A. Ruppert, Arizona Hardware Supply Co.; Alma Best, Stuckey 

Auto Supply Co.; J. Grady Parrott, Blake, Moffitt & Towne; R. M. Shaffstall, Union 

Oil Company of Calif.; C. M. Gerard, The Maricopa Creamery Co., Inc., President; R. V. 

Willis, Secretary; J. A. Dewar, O. S. Stapley Co.; Glenn C. Taylor, Valley National 
Bank; Wm. P. Voita, Tovrea Packing Co. 


Each issue of “Credit and Financial 
Management” during 1937 has pre- 
‘sented a photograph of the officials of 
one or two local Associations. ‘This 
photograph of the Board of Directors of 
the Arizona Association of Credit 
Men, Phoenix, Arizona, like those ap- 
‘pearing previously, indicates another 
‘live, energetic group devoting its best 
‘thought and effort to the development 
of a well rounded program of credit 
:activities designed to conserve the credit 
interests of business. 

Taken alone, each of these photo- 
‘graphs is a local matter. Collectively, 
‘they are visual evidence of a national 
effort to improve and perfect the science 
-of credit handling. 

Each individual member of the As- 
‘sociation should consider the message 


‘conveyed by these photographs. They 


tell him that here are men and organi- 
zations all over the country working 
with the same purpose and for the same 
end. Each of these Boards has known 
that its photograph was to be used as 
a specific endorsement of the Credit 
Interchange Service of the National 
Association of Credit Men. Does not 
that suggest a confidence and support 
which from its scope and extensiveness 
must convince even the most skeptical 
of the value of the services and policies 
it approves and endorses? 

Members of these Boards of Direc- 
tors, like other credit executives. who 
have studied the problem, realize that 
only through their own Association can 
they hope to perfect the broad exchange 
of ledger experience information neces- 
sary to proper credit protection. ‘There 


is no difference of opinion among the 


leaders in the credit fraternity on this 
point. 

Credit Interchange today is the most 
reliable, dependable, and economical 
service available. It is the principal 
existing contributor to the elimination 
of unnecessary loss. But, its accom- 
plishments, fine as they are, are a mere 
fraction of what is possible. Further 
efficiency of all Association services, in- 
cluding Credit Interchange which is 
the foundation stone service, depends 
upon each individual credit executive. 
Those whose photographs have appear- 
ed have participated in this activity in 
the hope that they might enlist the as- 
sistance of those executives. 

The question that each credit execu- 
tive should, therefore, ask himself is— 


“Shall I give them my full sup- 


port?” 








Old-Timer Tells) 
What He Would Do 
If on Job Today | 


Milwaukee.—Speaking on the 
broad subject “What A Former 
Credit Manager Would Do If 
He Were Credit Manager 
Again,” R. J. Dempsey, past 
president of the Milwaukee As- 
sociation of Credit Men, ad- 
dressed the credit class of this 
organization at its meeting on 
November 9th. Mr. Dempsey’s 
talk was based on the very im- 
portant features of credit de- 
partment operations, that is, at- 
titudes between the sales and 
credit departments and how 
routine matters can best be han- 
dled so that they do not have 
the appearance of being handled 
in a stilted way. 








Phoenix Hosiery 
Credit Man Tells 
of Dept. Work 





Milwaukee.—T. C. Turner, 
credit manager and _ assistant 
treasurer, Phoenix Hosiery 


Company was the speaker at 
the November 16 session of the 
Credit Class conducted weekly 
by this organization. Mr. Turn- 
er took as his theme the me- 
chanics of the credit depart- 
ment. He described each step 
taken in handling orders from 
the time they are received in 
the sales department until the 
items are paid. 





Syracuse Women Form Newest | 
Club in National Women’s Group | 


Syracuse.—The Syracuse As- 
sociation of Credit Men is the 
proud possessor of the newest 
Credit Women’s Club the 
Eastern Division. 


in 
The idea has been a hope 


Association for 
years but only recently has the 
idea and the hope 
reality, and what a reality. 
At the recent Tri-State Con- 
ference held in Syracuse, N. Y., 
October 29th and 30th, 
Credit Women’s Breakfast, ar- 


ranged and carried out by the | 
new women’s group of that As- | 


sociation, proved to be one of 
the high lights of the Confer- 
ence social program. Miss 
Edith Oldfield, the credit lady 
of Amos Coal Company, is 
chairman of this new group. 
A large attendance compris- 
ing delegates from Buffalo, Ro- 
chester, Philadelphia, Utica, and 


Binghamton, turned out to greet | 


the newest addition to the dis- 
trict. Miss Bess Havens of 
Binghamton, New York, a past 
chairman of the National 
Credit Women’s Executive Com- 
mittee, was the speaker and 
gave an informal talk on our 
national and_ district 
among women’s groups. 


work 


a number of | 


become 


the | 


Louisville Women 
Hold First Meet 
of Fall Season 


| — 


and a desire of the Syracuse | 


Louisville——The fall meeting 


of the Credit Women’s Group | 


was held Tuesday, November 
2nd at the Canary Cottage 
when 52 were in attendance. 

Some of the Directors of the 
Louisville 
ciation were present as guests. 

Miss Alleen Harrison, Chair- 
man, presided, introducing as 
guest speaker, Mr. LeRoy Scott, 
Cashier, Lincoln Bank and 
Trust Company. Mr. Scott 
made a most interesting and 
instructive talk on “Analyzing 
Credits from the Standpoint of 
a Banker.” 

Everyone was delighted with 
our new quarterly publication, 
“CREDOSCOPE”, which was dis- 
tributed at the meeting. The 
staff includes: 

Editor, Margie 


Credit Men’s Asso- | 





Schubnell, | 


Associate Editor, Mary Hinke- | 


bein, Associate Editor, 
Larkin. 


Our hostess committee elected | 





for the evening consisted of 
Eleanor Arson, Winifred Bris- 
coe, Lillian Madden, Mrs. S. 
E. Reinhart and Adelaide Schul- 
ten. These were in addition 





to our regular Committee. 


Clara 


| 


| 
| 
| 





Retailers Are 
Helped ‘Through 
NACM. Effort 


Dallas.—In an article in the 
Southwestern Retailer, Claude 
C. Arnold, president of the Dal- 
las Wholesale Credit Men’s As- 
sociation, points out that the 
activities of the National or- 
ganization are of definite benefit 
to retailers. Mr. Arnold wrote 
on this point: 

“A retailer might justly ask 
himself the question, “Of what 
interest is this to me?” Just 
this: Through their association, 
and with the full support of 
credit executives of the manu- 
facturers and wholesalers, a 
movement has been on foot for 
some years past to assist the 
legitimate retailer so far as is 
humanly possible. This is be- 
ing done by watching for busi- 
ness “Rackets,” and other com- 
monly known methods of mak- 
ing your business more difficult 
to conduct. 

“A legitimate retailer buys 
merchandise, pays his obliga- 
tions and naturally expects and 
is entitled to a reasonable profit 
on its resale. With the many 
other problems confronting them 
their very existence is threaten- 
ed at times by a competitor who 
intermittently goes in and out 
of business. Each time such a 
retailer fails distress merchan- 
dise is thrown on the market, 
curtailing legitimate outlets.” 











Philadelphia.—The above pic- 
ture shows a gathering of the 
Petroleum Group from the Pitts- | 
burgh and Philadelphia areas | 
at the recent conference held | 
at State College, Pennsylvania. | 
The picture was taken in front 
of the Nittany Lion Inn. 


The Conference was held | 


under the leadership of E. P. 
Atcherley, credit manager of 
the Tide Water Associated Oil 
Company in Philadelphia. 

The main address at the con- 
ference was made by a Mr. 
Alexander Wall, executive sec- 
retary of the Robert Morris 
Association, who is also author 


of several books on financial 
statement analysis. Mr. Wall 
gave a very interesting and 
instructive talk on “Normal 
Ratios for Tank Car Distribu- 
tors in the Oil Business,” and 
further discussed the general 
subject of ratio analysis and 
financial statement study as a 


Pennsylvania Petroleum Men Discuss Credits 





feature of credit 
operations. 

As a result of this Confer- 
ence an enlarged program for 
study has been inaugurated by 
the Petroleum groups of both 
the Philadelphia and Pittsburgh 
Division of the Pennsylvania 
oil field. 


department 

















Self Mailing— 


financial statement forms 


The standard Envelope style forms supplied by the National 
Association of Credit Men provide their own evidence of 
postal transmission when suspected fraud arises. Credit 
Executives find N A C M forms obtain more data for credit 
files and retain good will of customers. 


(Business Reply envelope can be supplied) 





Form 5-W for Smaller Accounts STATEMENT OF FINANCIAL CONDITION OF 


Kind of Business Ar, 


Designed for customers who can give only a 1 ees 


(THIS FORM AFFROVED AND PUBLEMED SY THE NATIONAL ASIOCIATION OF CREDIT 


minimum of financial information. Prices 
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Form 4-E Provides Full Data 


Also shows condensed operating . statement. 
Many use this form as standard. Prices 
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“No order smaller than 250 accepted 
when name and address are desired. 


Forms Department 
National Association of Credit Men 
One Park Avenue New York City 
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Robotyper in the Pittsburgh Headquarters of National Electric Products 
Corporation. A single operator produces 80 to 100 personalized letters 
each day. 


fn gone @ 
NATIONAL ELECTRIC PRODUCTS CORPORATION 


Every day more companies are adopting Robotyper as standard office 
equipment. Once used, it becomes as indispensable as a typewriter or 
an adding machine. National Electric Products Corporation, the largest 
manufacturer of wiring materials in the world, uses Robotyper daily. 
They circularize the names of builders and prospective builders of new 
homes. Leads are compiled from Dodge reports. Each name on the daily 
list receives an individually typed and personally signed letter which 
says in effect, ‘‘Here’s a booklet with our compliments. It tells you how 
our company makes electrical wiring safe, permanent and trouble free. 
With your permission, we'd like to have one of our wiring experts make 
recommendations for your new home.” 

Those letters get results. No form-letter flavor about them, because 
they're individually typed. And they're inexpensive because they're 
automatically typed—with Robotyper. A single operator produces 80 
to 100 each day. 

For this particular use and others, National Electric Products Cor- 
poration has adopted Robotyper as standard office equipment. 

Let us show you how Robotyper can simplify your office routine. A 
free demonstration . . . without any obligation . . . is yours for the asking. 


Robotyper operates any standard make of typewriter. Its mechanism 
is simple—its operation, easy. Types 100 words a minute. Operator 
has ample time for other duties. Battery of four, controlled by one 
operator produces 2400 to 3600 letters a week. Equipped with any 
standard Remington, Royal, L. C. Smith, or Underwood Typewriter. 


Robotyper 


AUTOMATIC BUSINESS MACHINES INC., 800 POINT BLDG., PITTSBURGH, PA. 











The ‘‘co-op”’ 


record 
Some interesting points about con- 
sumer cooperatives were recently 


brought out by Paul T. Cherington in 
“Market Research” as briefed by 
“Management Review.” 

If the record of individual coopera- 
tive stores is reviewed in cold blood, 
the author declares, it is evident that 
there are inherent in consumer owner- 
ship and cooperative management, dif- 
ficulties in the way of successful opera- 
tion which the best-run of the capital- 
istically-owned enterprises escape. 

Cooperative retail groups have rarely 
shown elements of permanent cohesion. 
Consistently such groups have demon- 
strated inability to adjust their stock 
quickly to changes in consumer demand. 
The scale and methods of management, 
operation, and financing of such stores 
are imposed on them by local condi- 
tions; they have little range of choice 
in these matters. Consumer coopera- 
tives are seldom either willing or able 
to pay the market price for the highest 
grade of managerial brains. Rarely 
can they command capital which is 
either sufficiently elastic or adequate for 
effective operation. 

For these and other similar reasons it 
seems Clear that cooperative retail stores 
are by their very nature apt to be lack- 
ing in the vitality and driving power 
requisite for continuous satisfactory 
operation. 


What's funny 
in your office? 

In the motion picture, The Prince 
and the Pauper, the nobles crowd into 
the young king’s bedroom each morn- 
ing to assist him. ‘There are so many 
of them that they get into one an- 
other’s way. The wash basin is passed 
from hand to hand, from lesser to the 
greater. The situation is so ridiculous 
that the audience howls with laughter. 

Yet, if we stop to analyze it, that 
scene is no funnier than some staged 
daily in big corporation offices, where 
inefficiencies have crept in during the 
years of growth. The passing of papers 
from clerk to clerk, the duplication of 
operations, the needless checking of in- 
termediate steps, the piling of form 
upon form and report upon report, are 
just as funny to the management en- 
gineer as the motion picture noblemen 
to the cinema audience. Only these 
current abuses are costing business— 
and that means stockholders, employees 
and consumers—dollars every day of 
the year.—‘‘Net Results.” 
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LEADERSHIP 


The Home of New York, with full 
appreciation of what its leader- 
ship entails in the business of fire 
insurance, is constantly endeavor- 
ing to offer the greatest possible 
sound protection at the least pos- 


sible cost. 


THE HOME 


INSURANCE COMPANY 


NEW YORK 


Strength «» Reputation «» Service 





| APPROVED 


Do you know what the great American 
system of capital stock company fire 
insurance* means to the economic 
structure of the country and to the 
security and personal safety of you 
and every other individual of these 
United States? It is your right to know. 


Capital stock fire insurance gets its 
name from the fact that it is written 
by capital stock companies. Making 
it their practice to conserve zealously 
an amplitude of resources with which 
to guarantee the fulfillment of their 
promises, these companies give to 
property-owners a quality of protec- 
tion that has never been surpassed. 
And, they do so at a pre-determined 
cost, which today is the lowest in 
insurance history. If you own prop- 


HUMAN LIFE MADE 
SAFER 


erty that is subject to loss or destruc- ,.. 


tion by fire, this insurance system 
renders you a two-fold service... 
(1) prevention of losses and (2) in- 
demnity for losses should they occur. 
Insurance is the solid foundation of 
business credit. Its security enables 
commercial enterprise to proceed with 
confidence. Its guarantee makes it 
possible for your town’s leading in- 
dustry to finance the purchase of 
equipment and risk its products to the 
hazards of transportation. So, even in 


your livelihood, it is a vital factor. 


And, as for prevention? There is a 
story only volumes could tell. At their 
own expense, the stock fire insurance 
companies together maintain engi- 
neering and research organizations to 
reduce fire danger; laboratories to test 
materials and devices for fire safety; 
a corps of investigators to assist pub- 
lic, officials in securing the arrest and 
conviction of firebugs. 


Your community has fewer fire haz- 
ards; fire-fighting equipment is more 
efficient; the many appliances you use 
in your own home are safer . . . due to 
the activities of capital stock fire in- 


surance companies operating through 


THE NATIONAL BOARD OF FIRE UNDERWRITERS 
85 John St., New York Established 1866 


*CAPITAL STOCK COMPANY FIRE INSURANCE provides sound protection at a pre- 


determined cost, without risk of assessment to the policyholder. Its promise is backed not merely by legal reserve but by capital stock and a 
surplus to meet not only normal expected losses but those that are abnormal and uncertain ... even extreme losses due to conflagrations. 








